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ALMOST A QUARTER-CENTURY OF 
GOOD SERVICE... THEN EXIDE AGAIN 


Exide-Manchex 


BATTERIES 


Little more than 4 per cent a year for depreciation! That’s what i: 
cost the Alabama Power Company for the Exide batteries installed 
in two of their substations 21 and 23 years ago. Because of this long- 
life record and continued good battery performance, when replac: 
ment time came ’round, it was Exide again—Exide-Manchex 

the dependable, money-saving battery that assures: 
POSITIVE OPERATION: Dependable performance at amp! 
voltage with no switchgear failures. 
INSTANTANEOUS POWER: High rates for switchgear opera- 
tion with adequate reserve power for all other control circuiis 
and for emergency lighting. 
LOW OPERATING COST: Extremely low internal resistanc 
LOW MAINTENANCE COSTS: Water required about twice a 
year. No change of chemical solution during life of battery. 


LOW DEPRECIATION: Sturdy, long-life construction. 


GREATER CAPACITY in a given amount of space avoids 
overcrowding. 
. . . 
Various sizes and types of Exide Batteries, up to 100 
ampere hours capacity, are available in plastic 
containers. 


Installations of new Exide-Manchex 

batteries (65-cell EME-15) in sub- 

stations of Alabama Power Company. 

(A) Magella Substation, Birming- 

ham, Ala. (B) Bessemer Substation, A 
Bessemer, Ala. Each installation * 
mounted on two single-row, 2-tier racks, 
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Exide-Manchex is your best battery buy 
for all control and substation services. 


THE ELECTRIC STORAGE BATTERY CoO. 


Philadelphia 2 
Exide Batteries of Canada, Limited, Toronto 
“Exide” and ““Manchex" Reg. T.M. U.S. Pat. Of”. 


1888...DEPENDABLE BATTERIES FOR 65 YEARS...195 
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From B&W Research & Engineering... 
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Two important advances in firing—the Cyd 
Furnace and Pressure Firing—used singly or 


combination, are bringing major savings to ¢ 
tral station and industrial boiler users. The 
ception and wide acceptance given both of th 
B&W developments result from proved ¢ 
ciency and economy . . . amply demonsti 
in the chart below. 

The chart lists many possible ways in whi 


the Cyclone Furnace and Pressure Firing o 
tribute to better operation—often just 
advantage means important economy. The 
lutionary Cyclone Furnace and B&W’s lo 


Wilcox Company, Boiler Division, 161. 
42nd Street, New York 17, N. Y. 


‘te a 
range experience with Pressure Firing are 
worth serious consideration in your evaluatie 
We will be pleased to discuss these and oth 
practical developments of B&W Research 4 
Engineering as they relate to your power ge 
eration program and facilities. The Babcock 





© Less stack loss... no air 
infiltration. 
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N the election campaign last fall, both 

the major party candidates for Presi- 
dent of the United States deplored the 
drift toward centralized government. But 
it was Eisenhower who spoke up in con- 
crete terms and pledged that he would 
stop the tendency towards running the 
whole nation from a set of push buttons 
in Washington, D. C. Since taking office, 
the President’s stand on the tidelands oil 
and gas question, statements by Secretary 
of Interior McKay and Secretary of 
Commerce Weeks, and the President’s 
own State of the Union message, show 
that the administration is prepared to do 
something about this important over-all 
question. 


SPECIFICALLY, the administration 
seems to be concerned with checking the 
tendency of the Federal government to 
dominate the state and local economy and 
even the legislative branch of the Federal 
government. Nowhere has this drift 
towards administrative absolutism be- 
come so apparent as in the field of public 
utility regulation and natural resource 
development. Whether in its role as um- 
pire over interstate business-managed 
utilities, or as a constructor and operator 
of multipurpose dams and similar re- 


ARTHUR T, VANDERBILT 
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GEOFFREY N. CALVERT 


source developments, Federal government 
versus “home rule” has become a per- 
sistent and increasingly irritating issue. 


THE leading article in this issue is 
based upon one of a series of three lec- 
tures by a leading jurist of the country, 
CuieF Justice ARTHUR T. VANDERBILT 
of the supreme court of New Jersey. 
These lectures, delivered at the Univer- 
sity of Nebraska in the spring of 1952, 
have been published in full text by the 
University of Nebraska Press, under the 
title “The Doctrine of Separation of 
Powers and Its Present-day Signifi- 
cance.” JUSTICE VANDERBILT is a native 
of New Jersey, who was educated at 
Wesleyan University, Middletown, Con- 
necticut (AB, 710; AM, ’12); took his 
law at Columbia (LLB, °13); and has 
since received the honorary degree LLD 
at a number of universities. He became 
professor of law at New York Univer- 
sity in 1914 and dean in 1943. He was 
appointed chief justice of the New Jer- 
sey Supreme Court in 1948. 

x * * * 
HE public utility industries have 


long taken the lead of American 
business enterprise in establishing and 
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What goes on at this Round Table? 


®@ They could be exchanging ideas on new 
financing . . . discussing the cost of new 
money . . . hearing an expert appraisal of 
long-term trends for utilities. 

Those present, in addition to the public 
utility executives, include experts from 
investment banking institutions, insur- 
ance companies, rating agencies—and 
from numerous other types of financial 
organizations. 

Yes, this is a typical Public Utility 


**Round Table” at the Irving. Last year 
alone, 145 representatives from 83 utility 
companies attended these sessions. 


These “Round Tables,” now going into 
their sixth year, are one of the ways we 
seek to serve the public utility industry. 
As specialists in this field, we are con- 
stantly on the lookout for ways to be of 
practical help. If your company has an 
unusual problem, that’s the kind of chal- 
lenge we welcome. 


IRVING TRUST COMPANY 


ONE WALL STREET ~- NEW YORK 15, N. Y. 


Total Resources over $1,300,000,000 
Ricuarp H. West, President 


Capital Funds over $121,000,000 
Wituram N. Enstrom, Chairman of the Board 
Public Utilities Department—Tom P. Waker, Vice President in Charge 


BERBER FEDERAL DEPOSIT INSUBANCE CORPORATION 





8 PAGES WITH THE EDITORS (Continued) 


keeping up to date employee pensions. 


GerorFREY N. CaLvert, author of this 
article on “Taking the Gamble Out of 
Pensions,” is a fellow of the Institute of 
Actuaries and an associate of the Society 
of Actuaries, a fellow of the Royal Sta- 
tistical Society, a fellow of the Royal Eco- 
nomic Society, and a fellow of the Royal 
Society of Arts. He is also a graduate in 
economics and has spent several years 
engaged in economic research work, as 
well as many years in the pension con- 
sulting field. As manager of the consult- 
ing actuarial division of the nationally 
known firm of Alexander & Alexander, 
Mr. CALVERT is responsible for the prac- 
tical development of retirement benefit 
programs for many large industrial 
corporations, 


x* * * * 


— Fatck, author of the article 
entitled “Impact of FPC Rate Regu- 
lation on Natural Gas Production,” is a 
native of New York city. He was edu- 
cated at Columbia University (AB, ’30; 
BS, ’31; MS, ’32). He became director 
of rates and research with the Tennessee 
Valley Authority in 1933. In 1937 he be- 
came associated with the private power 
industry as a special assistant to the vice 
president of the Consolidated Edison 
Company of New York city. During the 
war, FALCK came to Washington to serve 
with the War Production Board. He will 
be best recalled by many readers for his 


© Chase-Statier Photo 
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work in the old W PB Office of War Utili- 
ties, of which he became the director in 
1944, succeeding Julius A. Krug. Since 
the end of the war, Mr. FAtck has been 
engaged in private practice as a consult- 
ing engineer with offices in New York 
and Washington. 


* *x a * 


appro utility development should 


stress economic rather than the 
political approach, But it is often difficult 
to draw a clear-cut distinction with the 
new administration emphasizing the “de- 
centralization” approach. What is the 
outlook for future regulatory administra- 
tion? Dr. Lincotn SMITH, university 
professor and specialist in the field of 
regulatory administration, gives us an ad- 
vance view in his article beginning on 
page 427. 


LINCOLN SMITH isa political scientist, 
specializing in politics and public ad- 
ministration. He has taught at Yale, the 
University of Pennsylvania, and the Uni- 
versity of California, Los Angeles, He is 
a native of Maine and a graduate of Bow- 
doin College. He took his AM and PhD 
degrees at the University of Wisconsin. 


THE next number of this magazine will 
be out April 9th. 
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Remington Rand Electronics Brings You 


THE WORLD’S FASTEST PUNCHED-CARD 


Now — unprecedented speed brings 
even greater Fact-power to your busi- 
ness with this, the latest in a long line 
of dynamic research developments, the 
Electronic Punched-Card Sorter. 


Your punched-card accounting and 
statistical facts and figures can now be 
sorted, either numerically or alpha- 
betically, with new ease and simplicity, 
and new standards of accuracy—by 
push-button control — at the breath- 


THE FIRST NAME IN BUSINESS ELECTRONICS 


SORTER 


taking speed of 800 cards per minute. 
For more information on how this, 
with other Remington Rand Punched- 
Card Accounting Machines, can mean 
higher speeds, with resulting greater 
efficiency, larger profits in your busi- 
ness, call the Remington Rand Business 
Equipment Center in your city; or 
write Room 1780, 315 Fourth Avenue, 
New York 10. Ask for free folder 
TM-156. No obligation, of course. 
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Coming IN THE NEXT ISSUE 
x 


DREAMS THE TAXPAYER DIDN'T HAVE TO PAY FOR. PART I. 

We hear a good deal these days about the respective responsibility of the 
Federal and state governments for local public works and allied improve- 
ments. The Eisenhower administration has given considerable thought to 
developing more “home rule" responsibility for such programs. But little 
is heard of improvements, which actually benefit the entire population of 
an area without a penny's expense to the taxpayer—Federal or state. These 
are improvements bought and paid for by business-managed utility com- 
panies, which also pay taxes on their operations over and above the "social 
dividend" which such company structures provide. J. Louis Donnelly of 
the editorial staff of the New York Journal of Commerce has made a survey 
of various examples of such utility activity in this 2-part article. 


POWER IN THE NORTHEAST 

The Yankee element of our northeast area has many characteristic attributes 
—thrift, integrity, and leadership, to mention only three. But an increasingly 
rare characteristic in these days of paternalistic government handouts and 
subsidies is a spirit of independence. This New England attitude of paying 
one's own way and running one's own affairs is well illustrated in the con- 
troversy over a proposed Federal power development in that region. Lin- 
coln Smith, a university professor, gives us an analytical report on the 
Yankee reaction to the idea of tying its power supply to Federal apron 
strings. 


TRANSIT OPERATING RATIO—ANOTHER VIEW 

During the last couple of years transit utilities have found it increasingly 
difficult to attract private capital on conventional rate-of-return levels 
allowed by the regulatory commissions to other types of utilities in rate Ne 
fixing. The relatively small investment in relation to high operating costs it 
and sensitiveness to inflationary trends has made the transit industry con- Tl 
sider the advisability of basing rates on operating ratios rather than return- 
on-rate base. But there are legal and equitable objections to this proposal 
(which has been favorably discussed in an early article), according to Dr. 1. 
Laurence S. Knappen, former Federal economist and now public utility qt 
consultant in Washington, D.C. 


POLITICAL POWER OF THE SMALL SHAREHOLDER w 
The tail that wagged the dog might be another way of referring to the 9 
political power which small economic units sometimes possess. Small busi- : 
ness and small shareholders in Big Business have a popularity and influence 
by very reason of their smallness—sometimes out of proportion to their tu 
size. Ernest Frederick Lloyd, former president of the Michigan Gas Asso- A 
ciation, makes the interesting suggestion that the small utility shareholder y 
can be useful in defeating unwise public ownership proposals and other 
antiutility measures. 

* Si 


aa 


A | SO wc Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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~—PARIS ORIGINAL $100 


PARIS ORIGINAL $50 


WHY PAY DOUBLE? 


No MaTTER what you spend money for today, 
it pays to take a closer look at the price tags. 
There are, for instance, two ways of compiling 
an identical bill analysis. 


1. The high-cost way. You temporarily ac- 
quire, train and supervise a large clerical 
force. Completing the analysis job may take 
weeks; usually does. 


2. The low-cost way. You simply call us in 
and we turn out the job in a relatively short 
time on specially designed Bill Frequency 
Analyzer machines. The cost to you is often 
Y_ the expense of having the work done in 
your offices. 


Send for the booklet, “The One Step Method 
of Bill Analysis,” which tells more about this 


efficient and economical method of bill | 
analysis. 


P.S. If you use punched cards for billing, we are | 
also equipped to make your analyses from them 


Saves 50% in time and money! 


S 


This Bill Frequency Analyzer—developed especially for 
utility usage data—automatically classifies and adds in 
300 registers—in one step. 


Recording and Statistical Corporation 
100 Sixth Avenue, New York 13, N. Y. 
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“There never was in the world two opinions alike.” 


—MONTAIGNE 





CLARENCE MANION 
Dean emeritus, Notre Dame Law 
School. 


EpitoriAL STATEMENT 
The Guaranty Survey. 


Witit1aM Henry CHAMBERLIN 
Columnist. 


Tuomas I. PARKINSON 
President, Equitable Life 
Assurance Society. 


CHartes E. BENNETT 
President, The Manufacturers 
Light & Heat Company. 


Douctas MacARrTHUR 
Chairman of the board, Remington 
Rand, Inc. 


WruiaM P. WITHEROW 
Former president, National Asso- 
ciation of Manufacturers. 
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“A constantly swelling government is a sure sign of 
moral sickness of the people under it. When the govern- 
ment swells, the people shrink.” 


“If government officials have the welfare of the wage 
earners at heart, they too will put a stop to the outcry 
against profits, in which they have been probably even 
more vociferous than the acknowledged spokesman for 
labor.” 

® 


“Some functions of controlling the lives of American 
citizens which the Federal bureaucracy has arrogated to 
itself during the last twenty years should be cropped al- 
together. Others should be transferred to state and local 
agencies.” 


> 


“(Interstate Commerce Commission rate prescriptions 
have been] too little, too late, and too inelastic during an 
inflationary period to keep pace with the rapidly rising 
labor and material costs and the receding purchasing power 
of the dollar.” 

* 


“Are you tired of the lip service given to free enter- 
prise? There was a day when American industry never 
heard that phrase. There was no need, since industry and 
business planned and progressed freely with minimum 
contact with agencies, bureaus, commissions, or alphabet 
groups.” 

° 

“The fact is unmistakable and clear that if the capital- 
istic system—free enterprise—is to be preserved to the 
future generations of our people, the course of government 
must now be sharply reoriented and America’s industrial 
leadership must assume an invincible and uncompromising 
defense of that system.” 


“The day is past when leaders in industry can be neutral 
or remain silent when the welfare of the nation, its 
economy, and its principles are in jeopardy. They must 
stand up and be counted for the things they represent. 
They must be vigorous in defense of their principles. They 
must be uncompromising in their willingness to act upon 
their beliefs.” 


12 





ican get more line and service work done 
ower COSt. . . step up crew efficiency... 
h White Specialized Design—for your exact 
k needs. Always ready for the work at 
d, Whites are tailored to your operating 
ditions yet built by most modern produc- 
bmethods and efficiency. 

k your White Representative how White 
ks cost less... do more work . . . last 
ger... in your service. 





THE WHITE MOTOR COMPANY 
Cleveland 1, Ohio 


IN EVERY FEATURE * TOMORROW'S TRUCK TODAY 


BIG CAB SAVES S 











REMARKABLE REMARKS—( Continued) 


Ernest R. BREECH 
Executive vice president, 
Ford Motor Company. 


SINCLAIR WEEKS 
Secretary of Commerce. 


Lewis W. DoucLas 
Former Ambassador to Great 
Britain. 


EpirortaL STATEMENT 
The Saturday Evening Post. 


Eart BuntTING 
Managing director, National 


Association of Manufacturers. 


FRANcIS CHERRY 
Governor of Arkansas. 
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“The quality of free world business leadership in the 
next decade, especially in Europe, may largely determine 
whether our Allies take the high road to modern, twen- 
tieth century Capitalism, or the low road to increasing 
statism and Socialism.” 


* 


“Many of the best in politics, agriculture, labor, educa- 
tion, military, and other fields are joining the Eisenhower 
team or supporting it. But already some pundits and tub- 
thumpers are sneering because the President has recalled 
to public service the 20-year ‘forgotten man’—the busi- 
nessman.” 


> 


“Today there is no more important problem than that of 
protecting the purchasing power of the dollar; not even 
that of defending democracy. If the battle of the dollar 
is lost, democracy will scarcely survive. The fiscal policy 
followed by the Federal government will always be the 
most important factor in a fight against inflation, and will 
influence and condition all other anti-inflation measuree 
which may be taken.” 


. 


“Perhaps a job for the new Republican administration 
could be the creation of a Commission for the Survey 
of Semantics. There is much which such a body might 
investigate. For example, why is it ‘reactionary’ to favor 


a free market, and ‘progressive’ to plumb for price con- 
trol? What is ‘liberal’ about a bureaucratic operation of 
the electric power companies, as opposed to the ‘Tory’ 
theory that private companies have done pretty well in 
that field?” 


> 


“Severe government restriction, or major government 
operations in competition with business, will be the cer- 
tain means of destroying the recognized agent of progress. 
Business, therefore, in facing up to the responsibilities 
involved in the problems created by its own healthy 
growth, has no other alternative but to lead—or to be 
relegated to oblivion in a socialist state. Self-interest 
dictates the highest order of industrial statesmanship in 
working out solutions in the public interest.” 


* 


“The phrase ‘states’ rights’ has been kicked around 
quite a lot in recent years, but any student of govern- 
ment and history knows that a proper respect by the 
three branches of our national government of what I pre- 
fer to refer to as the right of local self-government is 
a prime necessity to the continued functioning of our 
democratic processes. This is so fundamental that it 
hardly needs amplification, yet in recent years the trend 
toward centralization of power in our national government 
stirs deep fear in the hearts of honest statesmen.” 
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are Pioneer’s Specialty 


Probably you have found that the recruiting of personnel 
and facilities for your “‘once-in-a-while”’ jobs can be dis- 
ruptive and costly. That’s because few companies are 
equipped to handle their own power plant design, divi- 
dend disbursement, rate studies and the like which occur 
periodically or irregularly. 

But such operations are part of Pioneer's constant, 
complete service. Like public utility service itself, you 
use only what you need of our ready facilities and coun- 
sel, and you pay only for what you buy—a “packaged” 
service. 

Your company uses several of the once-in-a-while func- 
tions listed here. Write for our booklet, 
let us know your need, let us prove that 

WN 4s Pioneer can do the job to your entire 


we satisfaction. 


Get our booklet— 
no obligation 


If you can use... 


© Consulting Engineering and Power 
Plant Design Service... 


@ Financial Advisory Service... 


@ Stock Transfer and Dividend Dis- 
bursement Service... 


© Purchasing and Expediting Serv- 
ice... 





el , Rate, A ting and 
Tax Advisory Service... 


Pioneer Service & Engineering Co. 
231 South LaSalle Street - Chicago 4, Illinois 


© Forecast, Load Study and Perform- 
ance Analysis Service . . 





"We use CLEVELANDS 
almost exclusively for the 
simple reason that they 
are the most economical j 
trenchers we have ever used. 
R.H. Fulton & Company 


LUBBOCK, TEXAS 





The constant flow of repeat orders for CLEVELAND 
trenchers—for all types of trenching work—is first hand 
evidence that thousands of users throughout the world 
are in wholehearted agreement with R. H. Fulton & 
Company’s tribute to CLEVELANDS. 
Get the full story on CLEVELANDS 
from your local distributor 
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THE CLEVELAND TRENCHER CO. 
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This advertisement is neither an offer to sell nor a solicitation of offers to buy any of these securities. 
The offering is madé only by the Prospectus. 


NEW_ISSUE March 11, 1953 


378,000 Shares 


Arizona Public Service 
Company 


Common Stock 


$5 Par Value 


Price $16.50 per share 


Copies of the Prospectus may be obtained from any of the several under- 
writers only in States in which such underwriters are qualified to act as 
dealers in securities and in which such Prospectus may legally be distributed. 


The First Boston Corporation Blyth & Co., Inc. 
Merrill Lynch, Pierce, Fenner & Beane Refsnes, Ely, Beck & Co. 
William R. Staats & Co. Stone & Webster Securities Corporation Dean Witter & Co. 
A.C Alyn andCompny Conta Repub Compry Cain Bur 
Hemphill, Noyes & Co. Lester, Ryons & Co. Ball, Burge & Kraus 
A. G. Edwards & Sons __ Hill Richards & Co. Newhard, Cook &Co. Schwabacher & Co. 
Shuman, Agnew & Co. Walston & Co. Bateman, Eichler & Co. 
Bosworth, Sullivan & Company, Inc. Crowell, Weedon & Co. Henry Dahlberg and Company 
Elworthy & Co. Estabrook & Co. First California Company McCormick & Co. 
The Milwaukee Company Pasadena Corporation Smith, Moore & Co. 
Stroud é & : Company Sutro & Co. Wagenseller & Durst, Inc. Kenneth Ellis & Co. 


Davis, Skaggs & Co. Grimm & Co. Wesley Hall & Co. Hope & Co. 
Jones, Kreeger & Hewitt Laird & Company Irving Lundborg & Co. Kirby L. Vidrine Company 
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Serving the public 
and industry 
24 hours a day! 


The Manufacturers Light and Heat Company 


United Fuel Gas Company 
The Ohio Fuel Gas Company 
Atlantic Seaboard Corporation 
Amere Gas Utilities Company 
Virginia Gas Distribution Corporation 
Big Marsh Oil Company 
Central Kentucky Natural Gas Company 
Binghamton Gas Works 
Cumberland and Allegheny Gas Company 
Home Gas Company 
The Keystone Gas Company, Inc. 
Natural Gas Company of West Virginia 
. The Preston Oil Company 
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THESE BLUEPRINTS 
KEEP GROWING! 





Planning for the future of electricity keeps 
getting bigger and more complex. 


To promote new products, develop new 
markets and attain a better mode of living, the 
electric utilities today have their biggest and 
most important job yet blueprinted for the 
future. 


Guaranty Trust Company of New York 
works closely with important companies in our 
great electric power and lighting industry. It 

Guaranty has a significant role in financing growth and 


improvement. Our experience and specialized 


Trust Company knowledge can be of advantage to you. 
of New York 


Capital Funds $380,000,000 
140 Broadway, New York 15 


Fifth Ave. at 44th Se. Madison Ave. at 60th St. Rockefeller Plaza at 50th St. 
New York 36 New York 21 New York 20 


LONDON PARIS BRUSSELS 
32 Lombard St., E. C. 3 4 Place de la Concorde 27 Avenue des Arts 


Bush House, W. C. 2 : 
Member Federal Deposit Insurance Corporation 
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This announcement is neither an offer to sell nor a solicitation of an offer to buy any 
of these Shares. The offer is made only by the Prospectus. 


750,000 Shares 


Public Service Electric and Gas 
Company 


Common Stock 


(without nominal or par value) 


Price $267: a Share 


Copies of the Prospectus may be obtained from only such of the undersigned 
as may legally offer these,Shares in compliance with the 
securities laws of the respective States. 


MORGAN STANLEY & CO. DREXEL & CO. GLORE, FORGAN & Co. 
BLYTH & CO., INC. THE FIRST BOSTON CORPORATION 
GOLDMAN, SACHS & CO. HARRIMAN RIPLEY & CO. KIDDER, PEABODY & CO. 
Incorporated 
MERRILL LYNCH, PIERCE, FENNER & BEANE SMITH, BARNEY & CO. 
STONE & WEBSTER SECURITIES CORPORATION 


UNION SECURITIES CORPORATION WHITE, WELD & CO. 


March 18, 1958. 
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NEW HORSEPOWER! 
EW BRAKING POWER! 
EW EARNING POWER! 


Biggest truck values of the year! New, 
just-announced Dodge trucks with 
features like . . 


7 high-compression engines, up to 171 
horsepower, give you more ton-miles 
per hour, more deliveries per day! New 
styling inside and out, tough new 
floors in pick-up and panel bodies, new 
tighter-than-ever fit to tailgates of 
pick-ups and expresses! A total of 


more than 50 new features to boost 
truck earning power! 


More, you get such famous Dodge 
extra values as lightweight aluminum- 
alloy pistons, exhaust valve seat in- 
serts, rivetless Cyclebond brake linings 
on all hydraulic brakes, moistureproof 
ignition, shot-peened rear axle shafts! 
Get more truck for your money . . . see 
your neighborly Dodge dealer! 


New! More Powerful Engines! 
7 big engines! 3 brand-new, with 
increased displacement, greater 
cooling capacity, twin carbure- 
tion available on larger trucks! 


a= Vs 


New! Better Braking! Smooth 
stops with less pedal pressure! 
New increased stopping ability 
on 1- thru 2!4-ton trucks! 


New! No Gearshifting! Truck- 
o-matic transmission with gyrol 
Fluid Drive available on %2- and 
%-ton models! Saves shifting, 
cuts driver fatigue! 


New! Over 50 Features! Rein- 
forced cabs, larger exhaust sys- 
tem, new 116” wheelbase %2-ton 
pick-up! Dodge-Tint glass, new 
heaters available! 


There’s one to fit your job... %-ton through 4-ton. See your friendly Dodge dealer. 


JODGE+ TRUCKS 
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dont ap; zach 
your busine’ problems 
shori ‘anded 


Today, when new and challenging business 
problems must be met quickly, EBasco’s help 
is available to you as required. You don’t add 
to your permanent payroll. Nor do you disturb 
normal company relationships. 
Whether your company is large or small, you 
can get practical and immediate help from the 
experience and knowledge that EBAsco engi- 
neers, constructors and business consultants 
place at your disposal. 
For nearly half a century they have applied 
this specialized knowledge to the efficient and 
economical solution of those business problems 
outside everyday operations. They have built 
up a background of solid experience in virtually 
every phase of the public utilities industry. 
For instance, they have developed industrial relations programs, made corporate 
financing arrangements, established materials handling systems, created budget 
control procedures and designed, built and modernized plants. EBasco specialists 
have successfully solved each of these problems and many more for business, large 
and small, throughout the world. 
For specific information send for your copy of our descriptive booklet ‘‘The Inside 
Story of Outside Help.”” Address: Ebasco Services Inc., Dept. W, Two Rector Street, 
New York 6, N. Y. 


EBASCO SERVICES 


¢t8* CONsr,, INCORPORATED 


ry . New York + Chicago + Washington, D.C. 

: FRASts Appraisal - Budget - Business Studies - Consulting Engineering - Design & Construction - Financial 
% Pu industrial Relations - inspection & Expediting - insurance & Pensions - Office Modernization 
Purchasing - Rates & Pricing - Research - Sales & Marketing - Systems & Methods - Taxes - Traffic 


— 


, s* 
"28 conss** 
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ew General Electric Fluorescent Luminaire 
troduces A Brighter, Broader Light Pattern 





FORM 206 LUMINAIRE is shown mounted 
on G-E aluminum pole. The modern design 
adds beauty to the streets of any city. 


Form 206 Maintains High Light Output 
Despite Temperature Changes 


Now General Electric engineers have made possible 
the finest whiteways in the world with the develop- 
ment of the new Form 206 Fluorescent Luminaire. Its 
high light output is held constant throughout a broad 
range of temperature, maintaining the lighting effec- 
tiveness in any weather conditions and throughout all 
hours of the night. The new six-foot “Rapid Start” 
G-E fluorescent lamps are designed specifically for 
outdoor operation. They require no starters, have no 
starting flicker, and light within a second after being 
turned on. With its broad, bright light pattern, par- 
ticularly effective on wet pavements, the Form 206 
Fluorescent Luminaire sets an entirely new standard 
of modern street lighting. 


NEW EASY INSTALLATION. Designed for speed, 
simplicity, and economy of installation, the loam 
206’s bracket is an integral part of the fixture. There 
are no guys, trusses, or supports. The entire unit, 
including bracket, weighs about 100 pounds, and is 
less than seven feet long. 


NEW MODERN APPEARANCE. Because all wiring 
can be internal, appearance of the new Form 206 can 
be free of unsightly wire loops. The Form 206 Lum- 
inaire can house its ballast, eliminating pole mounting. 
Natural aluminum housing and clear plastic globe in 
simple, clean design make a dramatic, modern addition 
to any city’s main business streets. 


NEW ECONOMICAL MAINTENANCE is assured with 
lamps rated 7500 hours for long, economical service, 
and the elimination of starters. A completely enclosed 
plastic globe minimizes the effect of water, dust and 
dirt. Hinged at one end, it swings down and remains 
in position for fast easy servicing, when necessary. 


FOR MORE INFORMATION contact your nearest 
General Electric Sales Office or write for Bulletin 
GEC-963, Section 452-133E, General Electric Co., 
Schenectady 5, New York. 


Gu can pret your confidence tn 
GENERAL ELECTRIC 
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CEFFEL Hydraulic Turbines 


EFFICIENT * DEPENDABLE «+ SINCE 1862 





Leffel Production Means Finer Performance... 


The illustrations below show a typical Leffel production job. For 
this particular installation two identical Francis type turbines 
were produced. Each has a maximum rating of 28,250 h.p, 
under 324 ft. net head, speed 277 r.p.m. 


Runner and shaft, assembled In the Leffel plant. 





Power-house with uncompleted spillway and earth-filled dam. 


Leffel turbines are designed and constructed to give 
maximum power at minimum cost. 91 years of ex- 
perience have demonstrated that long life and re- 
liability are assured in every Leffel hydraulic turbine. Completely assembled turbine unit. 


— THE JAMES LEFFEL & CO. 


DEPARTMENT Pe SPRINGFIELD, OHIO, U.S.A. 


MORE EFFICIENT. HYDRAULIC POWER FOR 31 YEARS 
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New England Gas Association begins annual meeting, Boston, Mass., 1953. 
Oklahoma Utilities Association begins convention, Tulsa, Okla., 1953. 





American cate of Metals ends 5-day western metals congress and exposition, Los 
Angeles, Cal., 1953. 








Alabama Broadcasters Association ends 3-day annual spring meeting, Florence, Ala., 
1953. 





Illuminating + raed Society will hold southwestern regional meeting, Dallas, Tex., 
Apr. 12-14, 1953. 





{ Indiana Liquefied Petroleum Gas Asso. begins convention, Indianapolis, 1953. () 
| Mid-West Gas Association begins convention, Colorado Springs, Colo., 1953. 











American Gas Association will hold sales conference on industrial and commercial gas, 
Philadelphia, Pa., Apr. 13-15, 1953. 





APRIL z 





mt Liquefied Petroleum Gas Association begins spring convention, Springfield, IIl., 
1953. 





Edison Electric Institute ends 4-day annual sales conference, Chicago, Ill., 1953. 








{ Southeastern Electric Exchange, Engineering- Operation Section, will hold conference, 
Edgewater Park, Miss., Apr. 16, 17, 1953. 





American Water Works Association, Pacific Northwest Section, will hold annual meet- 
ing, Portland, Ore., Apr. 16—18, 3. 








Maryland Utilities Association will hold annual meeting, Baltimore, Md., Apr. 17, 1953. 





American Water Works Association, Canadian Section, begins annual meeting, ‘ey 
Buffalo, N. Y., 1953. 





lowa Independent Telephone Association begins annual convention, Des Moines, Iowa, 
1953. 














Missouri Valley Electric Association begins engineering conference, Kansas City, Mo., 
1953. 
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Photograph by Harold M. Lambert 


Local Interest in Resource Development 


Watching the main spillway at Grand Coulee dam. 
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The Dominance of the Federal 


Government over the States 


Since taking office, President Eisenhower has given special consideration 
to the problem of checking the tendency of the Federal government to 
dominate state and local economy, as well as political operations. No- 
where has this drift towards administrative absolutism become so apparent 
as in the field of public utility regulation and natural resource develop- 
ment. Whether in its réle as umpire over interstate business-managed 
utilities, or as a constructor and operator of multipurpose dams and 


similar resource developments, Federal government versus “home rule 


a? 


has become a persistent and increasingly irritating issue. In this article 

(see editor's note, page 400) one of the nation’s leading jurists discusses 

the constitutional concepts and legal philosophy which should delineate 
the proper sphere of Federal government. 


By THE HONORABLE ARTHUR T. VANDERBILT* 
CHIEF JUSTICE, NEW JERSEY SUPREME COURT 


HE overwhelming growth in size 
and power of the executive 
branch of the Federal govern- 
ent in comparison with the other 
Wo great departments has been the 
butstanding American political phe- 
omenon of the twentieth century. To 


*For additional personal note, see “Pages 
ith the Editors.” 
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some extent this growth has been 
paralleled in the states. In so far as 
these movements parallel each other, 
they may be said to represent the in- 
evitable result of government’s assum- 
ing new functions in response to popu- 
lar demands. The pattern is fairly uni- 
form: The legislature passes a statute 
imposing obligations on the executive 
MAR. 26, 1953 
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branch in some new field; the statute 
requires uniformity of administration 
throughout the state or the nation as 
the case may be; such uniformity in 
turn necessitates an increase in the ac- 
tivity of the central government; and 
this increased activity of the central 
government calls for paid professional 
officials either replacing or supple- 
menting local officials, often amateurs. 


 Beeey centralization of responsibil- 
ity also involves the delegation of 
legislative power to these professional 
officials, because the legislature cannot 
foresee every phase of the particular 
complicated social or economic prob- 
lem under consideration; indeed, one 
great reason why the legislature often 
delegates legislative authority to the 
executive department is that it hopes 
the executive will be able to find 
through experiment and experience 
the solution that the legislature has not 
succeeded in discovering. Every such 
statute and every regulation promul- 
gated thereunder inevitably impinges 
on the activities of the citizen and of- 
ten on the functions of government, 
generally at the local level but also in 
the case of Federal statutes on the 


Editor’s note: This article is based upon a 
portion of the lecture entitled “The Doctrine 
of the Separation of Powers and Its Present- 
day Significance” by the Honorable Arthur T. 
Vanderbilt, chief justice of the supreme court 
of New Jersey, a series of three lectures de- 
livered at the University of Nebraska in the 
spring of 1952 as the second in the Roscoe 
Pound Lectureship series. The three lectures 
are: (1) “The Doctrine of the Separation of 
Powers Viewed Comparatively and Historical- 
ly”; (2) “The Dominance of the Federal Gov- 
ernment over the States and of the Federal 
Executive over the Legislative Branch As a 
Threat to the Doctrine and to Constitutional 
Government”; (3) “Judicial Deference As a 
Grave Cause of Constitutional Imbalance.” 
Published by the University of Nebraska Press, 
sain, Nebraska, 1952, 180 pages. Price, 
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functions of state government. The 
process necessarily leads to a bureau. 

| cratic attitude in government. In an 
article on “The Limitations of the Ex- 
pert,” Harold J. Laski, who would 
never be considered a conservative, 
has described the characteristics of the 
bureaucratic mind: 


Special knowledge and the highly 
trained mind produce their own limita- 
tions which, in the realm of statesman- 
ship, are of decisive importance. Ex- 
pertise, it may be argued, sacrifices the 
insight of common sense to intensity 
of experience. It breeds an inability to 
accept new views from the very depth 
of its preoccupation with its own con- 
clusions. It too often fails to see round 
its subject. It sees its results out of per- 
spective by making them the center of 
relevance to which all other results 
must be related. Too often, also, it 
lacks humility; and this breeds in its 
possessors a failure in proportion 
which makes them fail to see the ob- 
vious which is before their very noses. 
It has, also, a certain caste spirit about 
it, so that experts tend to neglect all 
evidence which does not come from 
those who belong to their own ranks. 
Above all, perhaps, and this most ur- 
gently where human problems are con- 
cerned, the expert fails to see that 
every judgment he makes not purely 
factual in nature brings with it a 
scheme of values which has no special 
validity about it. He tends to confuse 
the importance of his facts with the 
importance of what he proposes to do 
about them.* 


| epee is here describing the genuine 
expert. We can only conjecture 
what he would have to say of the offi- 
cial with whom we are all familiar 
whose only claim to expertness inheres 
in the fact that he holds public office. 
Even with respect to the true expert 
Laski sounds a warning which every- 
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one interested in good government will 
do well to heed : 

We must ceaselessly remember that 
no body of experts is wise enough, or 
good enough, to be charged with the 
destiny of mankind. Just because they 
are experts, the whole of life is, for 
them, in constant danger of being 
sacrificed to a part ; and they are saved 
from disaster only by the need of de- 
ference to the plain man’s common 
sense.” 


i Baw prpcess we have been describ- 
ing, pt legislative enactment fol- 
lowed by administrative rule making, 
also involves investigation and adjudi- 
cation by administrative officials, ex- 
pert or otherwise. It is a process that 
has been repeated in scores of activities 
in every state and hundreds of times 
inthe Federal government. The collec- 
tive effect of this process brings us 
face to face with one of the fundamen- 
tal problems of government, which has 
never been better expressed than by a 
young French judge who visited 
America a century ago to study its in- 
stitutions and found much to admire. 
Says Alexis de Tocqueville in his De- 
mocracy in America: 
Certain interests are common to all 
parts of a nation, such as the enact- 
ment of its general laws and the main- 


tenance of its foreign relations. Other 
interests are peculiar to certain parts 


q 


of the nation, such, for instance, as the 
business of the several townships. 
When the power that directs the for- 
mer or general interests is concen- 
trated in one place or in the same per- 
sons, it constitutes a centralized gov- 
ernment, To concentrate in like man- 
ner in one place the direction of the lat- 
ter or local interests, constitutes what 
may be termed a centralized adminis- 
tration. 

. . . I cannot conceive that a nation 
can live and prosper without a power- 
ful centralization of government, But 
I am of the opinion that a centralized 
administration is fit only to enervate 
the nations in which it exists, by in- 
cessantly diminishing their local spirit. 
Although such an administration can 
bring together at a given moment, on 
a given point, all the disposable re- 
sources of a people, it injures the re- 
newal of those resources. It may ensure 
a victory in the hour of strife, but 
it gradually relaxes the sinews of 
strength. It may help admirably the 
transient greatness of a man, but not 
the durable prosperity of a nation.’ 


O' the soundness of his reasoning 


then and now there can be no 


doubt. The problem is difficult, but it 
is not beyond solution. For example, 
in a modern judicial department five, 
seven, or nine judges set the rules for 
the entire judiciary of a state or of the 
nation with but a minimum of inter- 
ference in the individual judge’s actual 
conduct of the mass of litigation. Can- 


e 


“THE overwhelming growth in size and power of the ex- 
ecutive branch of the Federal government in comparison 
with the other two great departments has been the out- 


standing American political phenomenon of the twentieth 
century. To some extent this growth has been paralleled 
in the states. In so far as these movements parallel each 
other, they may be said to represent the inevitable result 
of government's assuming new functions in response to 


popular demands.” 
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not similar techniques be developed in 
the administrative field? May not 
many of the new tasks of government 
be performed at the local level by local 
officials ? To the extent that this can be 
done, is it not obviously preferable to 
a centralized administration in either 
state or nation? 


” the Federal sphere, however, ex- 
traordinary forces have been work- 
ing toward a far greater concentration 
of power in the executive branch than 
we find in the states. The nation-wide 
depression of the 1930’s called for na- 
tion-wide remedies. War can be waged 
only on a national basis and we have 
had three in less than half a century. 
As a result of these wars world leader- 
ship in international affairs has been 
thrust on us and it, too, can be carried 
on only on a national basis. And the 
financial burden that such leadership 
has come to entail in the topsy-turvy 
world can be met only on a national 
basis. 

But there are still many functions 
that the Federal government has taken 
over, or desires to take over from the 
state or local government, either out- 
right or through control by grants-in- 
aid, that could be exercised equally 
well or better by state or local govern- 
ments had they the funds available 
—funds that now flow in a never-ceas- 
ing stream into the Federal Treasury 
by virtue of the Sixteenth Amendment 
and are largely expended under the 
“general welfare” clause without any 
judicial decision available on the pro- 
priety of such expenditures by reason 
of the unwillingness of the Supreme 
Court to pass on what is or is not in 
the general welfare.* So long as this 
situation continues and a great variety 
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of legislation goes unchallenged be- 
cause there is none with standing to 
challenge it, little can be done to return 
the Federal government to its proper 
bounds and to restore that balance in 
government which the Constitution 
intended.® 


. would be wearisome to catalogue, 

item by item, the ever-increasing 
scope of the activities of the executive 
branch of government, state and Fed- 
eral, but the growth is reflected in the 
increase in public employment. In 
1900 one out of every twenty-four 
workers was on a government payroll; 
in 1920, two years after World War I, 
one out of fifteen; in 1947, two years 
after World War II, one out of eleven; 
and today one out of nine.* The Fed- 
eral government alone, according to 
the latest available summary, has 1,816 
component parts divided into 9 depart- 
ments, 104 bureaus, 12 sections, 108 
services, 51 branches, 460 offices, 631 
divisions, 19 administrations, 6 agen- 
cies, 16 areas, 40 boards, 6 commands, 
20 commissions, 19 corporations, 5 
groups, 10 headquarters, 20 units, 3 
authorities, and 263 miscellaneous 
functionally designated parts.’ Its 
growth in recent years can best be in- 
dicated by a few apt comparisons. In 
the ten years from 1940 to 1950 the 
number of Federal civilian employees 
increased over 100 per cent,® while the 
number of persons employed by all the 
state and local governments increased 
only 25 per cent. On January 1, 1952, 
the Federal government employed 2,- 
500,000 civilians, and their number is 
currently growing at the rate of over 
500 a day.® 

It does not require much imagina- 
tion to appreciate the economic, politi- 
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Federal and Local Governments Switch Positions 


— whatever direction we turn we find the Federal government 

dwarfing state and local governments. For example, in 1930 the 

total revenue of all state and local governments was almost double the 

revenue of the Federal government, but by 1950 the situation was com- 

pletely reversed with the Federal receipts more than double those of 
the state and local governments combined.” 





cal, and social effects of such mass gov- 
ernmental employment. The situation 
is the same in the armed forces. On 
VE-Day with over 12,000,000 men in 
uniform there were 397 Generals and 
Admirals in Washington; as of the 
end of last September with only 3,- 
500,000 men in uniform—less than 
one-third of the number available on 
VE-Day—there were 361 Generals 
and Admirals in Washington. Said 
one Senate committee, “Unless this 
trend is halted we could wind up with 
the fighting forces composed of all 
chiefs and no Indians.’”° Speaking of 
Indians, there is one bureaucrat on the 
payroll of the Indian Affairs Bureau 
for every thirty Indians in the United 
States.™ 


I" whatever direction we turn we find 

the Federal government dwarfing 
state and local governments. For ex- 
ample, in 1930 the total revenue of all 
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state and local governments was al- 
most double the revenue of the Federal 
government, but by 1950 the situation 
was completely reversed with the Fed- 
eral receipts more than double those 
of the state and local governments 
combined.” Governmental expendi- 
tures tell a similar story. In 1915, 53 
per cent of the total expenditures for 
government was made at the local 
level, 19 per cent by the states, and only 
28 per cent by the Federal government. 
By 1940 the expenditures of the Fed- 
eral government exceeded the com- 
bined expenditures of all state and 
local governments and by 1949 Fed- 
eral expenditures amounted to about 
70 per cent of the total, with only 15 
per cent being spent at the state and 
local levels, respectively.* Expressed 
in dollars, Federal expenditures, ex- 
cluding debt retirement, increased 
from $730,000,000 in 1915 to almost 
$40 billion in 1949 or over fiftyfold. 
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But the 1949 figures now seem rela- 
tively small, for it was estimated that 
during the fiscal year 1952 the Federal 
government would spend almost $72 
billion and in 1953 over $85 billion.” 


HE shift in Federal-state relations 

revealed by these figures is fur- 
ther complicated by the fact that for 
years, both in time of war and of peace, 
the Federal government has been 
spending far more than it has received 
with the result that the Federal budget 
has been balanced only three of the 
past twenty-one years and the Federal 
debt has grown to towering propor- 
tions, standing today at $260 billion, 
compared with a mere $1,263,000,000 
in 1900. The burden which the interest 
on our present national debt—not to 
mention its repayment—imposes on 
future generations is manifest; its in- 
flationary tendencies are equally ap- 
parent. Even more ominous than the 
mounting national debt is the dwin- 
dling of our natural resources, result- 
ing largely from over a decade of war 
and preparation for war. 

No government, no matter how well 
organized, is capable of operating effi- 
ciently on such a gigantic scale, and 
the bipartisan Hoover Commission has 
conclusively demonstrated that our 
Federal government is neither well or- 
ganized nor efficient. 


it of the most ominous develop- 
ments with respect to Federal 
spending and the encroachment of the 
Federal government on the activities 
of the states is the program of grants- 
in-aid carried out under the “general 
welfare” clause of the Constitution. 
Since 1934 payments by Federal agen- 
cies to state and local governments 
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have risen from $126,000,000 to over 
$2,250,000,000 annually, an increase 
of over 1,700 per cent."® We seem to 
forget that the tax dollars which jour- 
ney to Washington, if they ever re- 
turn, come back depleted in numbers 
and burdened by conditions calling for 
the raising by state or local taxation 
of funds to match the grants-in-aid. 
Few, indeed, are the states or locali- 
ties that have the wisdom and the 
courage to withstand being thus lured 
into spending for projects they cannot 
afford either initially to construct or 
later to maintain. 


HEN we turn in another direction 
—to the land—we find that the 
Federal government is this nation’s 
biggest landowner. Its holdings of real 
estate are staggering. In 1943 it owned 
or was in the process of acquiring 
383,600,533 acres—an area equal to 
one-fifth of the entire United States 
or to the combined area of 21 eastern 
states.’* One might have expected the 
government to have reduced its land 
holdings following World War II, but 
just the opposite is true, for by 1949 
it had increased its holdings by another 
71,546,193 acres—an area roughly 
one and a half times that of the state 
of Nebraska. Nor is the Federal gov- 
ernment’s appetite for land satisfied; 
the battle is on between the states and 
the Federal government with respect 
to the so-called “‘tidelands.” The stake 
is the ultimate control of all sub- 
merged lands—an area exceeding that 
of the six New England states with 
New York, New Jersey, Delaware, 
and Maryland thrown in. 
But what should concern us most 
about the Federal government is its 
phalanxed strength. The railroads, 
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for example, are subject to the direct 
supervision of four Federal adminis- 
trative agencies—the Interstate Com- 
merce Commission, the Railroad Re- 
tirement Board, the National Media- 
tion Board, and the Wage-Hour Di- 
vision of the Labor Department—and 
the indirect regulation of five others— 
the Securities and Exchange Commis- 
sion, the Internal Revenue Bureau, the 
Department of Defense, the Bureau of 
Public Roads of the Commerce De- 
partment, and the General Accounting 
Office. 

Viewed from every angle, it would 
seem obvious that we need to reflect 
and then to act on the wisdom of de 
Tocqueville. Many of the functions 
now exercised by the Federal govern- 
ment are unquestionably national in 
scope, but many more are not. Many 
of these functions can be as well or 
better exercised by state or local gov- 
ernments. 


bie first great step in overcom- 
ing our national political imbal- 
ance is to return to the state and local 
governments that which is truly theirs 
and to free their functions from the in- 
fluence of grants by the Federal gov- 
ernment. This could be done either by 
legislation, by judicial decision, or con- 
ceivably by constitutional revision. A 
Federal system necessarily involves 


checks on the interference of the cen- 
tral government with the states, just as 
the doctrine of the separation of 
powers involves checks on interference 
in the work of the three departments 
of the central government. If the Con- 
gress or the courts ignore the enforce- 
ment of these checks, they do so at the 
peril of the welfare of the nation. 


| gard to the Lodge-Brown Act 
of 1947 President Truman ap- 
pointed a distinguished bipartisan 
commission of twelve with former 
President Herbert Hoover as chair- 
man,” and the commission in turn was 
aided by 24 task forces composed of 
300 outstanding citizens drawn from 
various walks of life. These task 
forces, assisted by full-time research 
staffs of the ablest specialists and con- 
sultants in the country, investigated 
every agency in the executive arm of 
government with the view to ascertain- 
ing the facts and making recommenda- 
tions for modernizing the governmen- 
tal processes. After two years of in- 
tensive work the commission and the 
task forces filed their reports.” It is 
claimed that the acceptance of the rec- 
ommendations of these reports will ef- 
fect an annual saving of from $3 bil- 
lion to $5 billion.*? The commission 
was not charged with the responsibil- 
ity for examining into the question of 


e 


Federal spending and the encroachment of the Federal gov- 


q “ONE of the most ominous developments with respect to 


ernment on the activities of the states is the program of 
grants-in-aid carried out under the ‘general welfare’ clause 
of the Constitution. Since 1934 payments by Federal agen- 
cies to state and local governments have risen from $126,- 
000,000 to over $2,250,000,000 annually, an increase of 


over 1,700 per cent.” 
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whether any particular governmental 
service was essential, although much 
might have been said on that subject, 
but it was merely charged with the re- 
sponsibility for recommending steps 
for improving the efficiency and econ- 
omy in the functions of government 
they found in existence. 


7" strengthen the executive branch 
of the government and to restore 
efficiency to its operation, the Hoover 
Commission made numerous specific 
recommendations, centering around 
four principles, each requiring con- 
gressional endorsement: first, the 
granting of permanent powers for re- 
organization to the President; second, 
the removal of all restrictions on the 
organization of the office of the Presi- 
dent; third, the enlarging of the au- 
thority of department and agency 
heads so as to permit them to select 
their subordinates and assign depart- 
mental functions to them and to allo- 
cate funds within their department; 
and, fourth, to inaugurate a broad pro- 
gram of reform aimed at improved 
management in the fields of personnel, 
budgets, accounting, and general ad- 
ministrative services and to regroup 
governmental functions by major pur- 
pose. 

If these recommendations were to 
be followed the number of agencies re- 
porting directly to the President would 
be reduced from 52 to 30 and the vari- 
ous activities of the Federal govern- 
ment, in order to eliminate waste, du- 
plication, and confusion, would be or- 
ganized in six comprehensive pro- 
grams: (1) natural resources, (2) 
commerce and industry, (3) social 
welfare, (4) business enterprises, (5) 
foreign affairs, and (6) national de- 


MAR. 26, 1953 


fense. Lack of space precludes a fur- 
ther enumeration here of the specific 
recommendations put forward to ac- 
complish these reforms, but it is to be 
noted that the National Citizens Com- 
mittee for the Hoover Report under 
the chairmanship of President Robert 
L. Johnson of Temple University, an- 
nounced that only 52 per cent of the 
recommendations of the commission 
have been adopted by Congress or the 
executive branch. Many of the basic 
recommendations which would effect 
the greatest economies still remain to 
be accepted. 


ent though the work of the 
Hoover Commission is, we must 
constantly keep in mind the fact pre- 
viously mentioned, that it did not con- 
sider whether the functions of govern- 
ment it was studying were essential or, 
if essential, whether they should be 
retained in the Federal government or 
turned over to the state and local gov- 
ernments. Without such a study and 
action thereon the present imbalance 
of the Federal executive department in 
the national economy will continue and 
become even more aggravated. But 
there is another study that is equally 
important. What was needed after 
World War I and again after World 
War II and what will be needed after 
the present drive for rearmament is 
over is a special committee of the Con- 
gress charged with the duty of seeing 
to it that the individual freedom that 
is inevitably restricted in time of emer- 
gency is returned to the citizens un- 
curtailed after the emergency is over. 
The matter should also be a subject 
for the special attention of the bar, of 
our institutions of learning, and of the 
people generally. 
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Reversing the Trend of Centralization 


Te first great step in overcoming our national political imbal- 

ance is to return to the state and local governments that which 

is truly theirs and to free their functions from the influence of grants 

by the Federal government. This could be done either by legislation, 
by judicial decision, or conceivably by constitutional revision.” 





I" the ordinary processes of legisla- 
tion, the last quarter of a century 
has witnessed a tremendous rise of 
presidential power in initiating legis- 
lation, in expediting its progress 
through the Congress, and in vetoing 
undesired legislation. Dr. Ernest S. 
Griffith, director of the Legislative 
Reference Service of the Library of 
Congress, estimates that fully 80 per 
cent of the important legislation of the 
first three years of the administration 
of President Franklin D. Roosevelt 
originated in the White House or in 
the executive departments.” The habit 
then formed has not disappeared, es- 
pecially in fiscal and economic matters. 
In these fields the President has the 
great advantage of the technical skill 
and continuous services of the Bureau 
of the Budget and of the Council of 
Economic Advisers, which the Con- 
gress is not equipped to match though 
legislation in these fields is peculiarly 
its responsibility. 
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In effect, the President has ac- 
quired the powers of the English 
Prime Minister over the introduc- 
tion of legislation without the cor- 
relative duties to the legislative branch 
imposed on the Prime Minister under 
the English practice. In expediting 
legislation through Congress the Presi- 
dent has not only the prestige of party 
leadership, but also the power of pa- 
tronage resulting from his right to ap- 
point a multitude of officials. Equally 
important is the presidential veto 
power, for as Dr. Griffith says : “Only 
under exceptional circumstances is the 
veto overridden. One reason is that 
certain members vote for a particular 
measure, knowing it will be vetoed.” 
All of these legislative powers of the 
President are within the Constitution, 
but over the last quarter of a century 
they have served to exalt the place of 
the Chief Executive in the legislative 
process at the expense of the Con- 
gress.” 
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_ we consider the aggregate 
amount of executive legislation, 
however, we are quickly impressed 
with the fact that the executive branch 
of the government, including here the 
administrative agencies, derives more 
power by delegation from Congress 
than it does from the Constitution it- 
self. Delegated legislative power, de- 
spite the maxim “Delegatus non potest 
delegari,” is nothing new in our law. 
Delegation of legislative power to the 
political subdivisions of the states has 
long been deemed fundamental to the 
American constitutional system. The 
delegation of legislative power to the 
Federal executive has come more slow- 
ly and out of necessity. At first it was 
confined to permitting the President 
to pass on simple facts requiring no 
discretion,” then on more complicated 
facts requiring the exercise of discre- 
tion,” and then on still more compli- 
cated facts that he could arrive at only 
with expert administrative assist- 
ance.™ The trend was irresistible. The 
greatest growth, however, in the dele- 
gation of legislative power by Con- 
gress is to be traced to the organization 
of the Interstate Commerce Commis- 
sion in 1887* with its commingled leg- 
islative, investigatory, prosecuting, 
and adjudicating functions. The com- 
mission set the administrative pattern 
which has been so generally employed 
in both state and national govern- 
ments. 

As a result, to quote Elihu Root, 
speaking in 1916, “The old doctrine 
prohibiting the delegation of legisla- 
tive power has virtually retired from 
the field and given up the fight.”** Yet 
illustrating the danger of prophecy, 
when the Congress undertook in the 
National Industrial Recovery Act of 
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1933 to give the President power to 
approve “codes of fair competition” 
for various industries, the Supreme 
Court disapproved the virtually unfet- 
tered nature of the grant and termed 
it “delegation running riot.’" Stand- 
ards of delegation must be set up, and 
while they may be vague, they cannot 
be so vague as not to furnish any guide 
to the administrator or the court, nor, 
it seems, must they cover too much 
ground. The alternative to the fixing 
of adequate standards is government 
by personal edict with its attendant un- 
certainties and excesses. 


pee Emergency Price Control Act 
resulted in what may well be the 
most dangerous decisions in so far as 
the existence of the doctrine of the 
separation of powers is concerned that 
were ever handed down by the Su- 
preme Court.” Thus in Yakus 2. 
United States it was held that no court 
except the Emergency Court of Ap- 
peals and, on appeal, the Supreme 
Court had jurisdiction or power to 
consider the validity of a price regula- 
tion and that therefore a defendant 
was precluded from setting up the in- 
validity of such a regulation as a de- 
fense to a criminal prosecution under 
the act. 

This judicial approval of a legisla- 
tive device to strip the courts of their 
power constitutes a continuing threat 
to the integrity, independence, and 
equality of the judicial branch of the 
government. The effect of limiting the 
exercise of judicial power, once con- 
ferred, was well summarized by Mr. 
Justice Rutledge in a dissent in which 
Mr. Justice Murphy joined: 


It is one thing for Congress to with- 


hold jurisdiction. It is entirely an- 
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other to confer it and direct that it be 
exercised in a manner inconsistent 
with constitutional requirements or, 
what in some instances may be the 
same thing, without regard to them. 
Once it is held that Congress can re- 
quire the courts criminally to enforce 
unconstitutional laws or statutes, in- 
cluding regulations, or to do so with- 
out regard to their validity, the way 
will have been found to circumvent the 
supreme law and, what is more, to 
make the courts parties to doing so. 
This Congress cannot do. . .. When- 
ever the judicial power is called into 
play, it is responsible directly to the 
fundamental law and no other author- 
ity can intervene to force or authorize 
the judicial body to disregard it. The 
problem therefore is not solely one of 
individual right or due process of law. 
It is equally one of the separation and 
independence of the powers of govern- 
ment and of the constitutional integrity 
of the judicial process, more especially 
in criminal trials. 


tos cannot read the act and the 
decisions upholding it without be- 
ing reminded of a line in a statement 
of Miss Ellen Wilkinson, M. P., con- 
curred in by Harold J. Laski and ap- 
pended to the report of the English 


Committee on Ministers’ Powers: 
“Nothing is so dangerous in a de- 
mocracy as a safeguard which appears 
to be adequate but which is really a 
facade.”””® 

What safeguards are there from 
executive legislation? Congress could 


equip itself with budgetary and eco- 
nomic staffs at least as efficient as those 
of the executive, and it surely has no 
greater duty. It could grant powers to 
the executive or an administrative 
agency on a temporary, trial basis and 
it could repeal old grants of authority 
when they were found to be unneces- 
sary or unworkable. It could insist that 
all rules and regulations be laid before 
it in one form or another before they 
become effective, as in England where 
they receive the attention of the Scru- 
tiny Committee aided by the counsel 
to the Speaker®; or it might require 
as in Connecticut that all regulations 
be examined by the attorney general 
and submitted to the next session of 
the legislature for review with public 
hearings before the appropriate com- 
mittees.** Congress, of course, may 
conduct investigations, but investiga- 
tions generally are undertaken and cor- 
rective legislation enacted only after a 
situation has become acute. But, what- 
ever the means, it is essential for the 
maintenance of a proper balance be- 
tween the executive and the legislative 
branches of the Federal government 
that Congress take positive action to 
strengthen itself against encroach- 
ments by the President.™ 


\ ‘ 7 ILE the procedure of the execu- 
tive departments and of the ad- 
ministrative agencies in promulgating 


7 


“In an age of personal government we need not despair of 
a rule of law—and so of liberty—if our legislators will but 
respect the essential wisdom of the doctrine of the separa- 
tion of powers. As matters now stand the responsibilities 
of the Congress are as great in internal affairs as those of 
the President are in international relations.” 


409 


MAR. 26, 1953 





PUBLIC UTILITIES FORTNIGHTLY 


delegated legislation has not caused as 
much general controversy as the ad- 
ministrative processes of adjudication, 
it is of equal practical importance, as 
experience with the Office of Price Ad- 
ministration and other wartime agen- 
cies has demonstrated. Before the re- 
port and studies of the Attorney Gen- 
eral’s Committee on Administrative 
Procedure were published in 1941," 
the matter of administrative lawmak- 
ing was almost terra incognita. 


4 B majority and the minority of 
the Attorney General’s committee 
differed on three basic propositions, 
the first of which was the desirability 
of a legislative statement of standards 
of fair procedure, the minority favor- 
ing it, the majority opposing.™* After 
five years of investigation, analysis, 
and debate the Federal Administrative 
Procedure Act was unanimously 
passed by both houses of Congress in 
1946.* It is designed to protect the 
individual citizen from the hazards of 
uncertain and slipshod administrative 
procedures resulting in unfair and ar- 
bitrary action, while at the same time 
seeking to preserve the flexibility, the 
resourcefulness, and progressiveness 
of the administrative agency at its best. 
It sets up standards of administrative 
procedure conforming to a consider- 
able degree to the suggestion of the 
minority of the Attorney General’s 
Committee on Administrative Proce- 
dure. The act is comprehensive in 
scope and in terms applies to the ex- 
ecutive and all administrative agencies, 
but exceptions are provided for as to 
certain types of functions. 

Thus, for example, while there is no 
exemption under the act for the War 
and Navy departments as such, § 2(a) 
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exempts courts-martial, military com. 
missions, and military or naval author. 
ity exercised in the field in time of war 
or in occupied territory. Another typi- 
cal exception is found in § 3 relating 
to public information, which is appli- 
cable, “Except to the extent that there 
is involved (1) any function of the 
United States requiring secrecy in the 
public interest or (2) any matter re- 
lating solely to the internal manage- 
ment of any agency. . .” Unfortunate- 
ly since the passage of the act about a 
score of exceptions have been written 
into it, but a bill to remove most of 
these added exceptions has passed the 
Senate and is now before the House.” 


HE act marks the beginning of a 

new era in American administra- 
tive law in that Congress has at last 
recognized the importance, even 
though inadequately, of administra- 
tive procedures. While like all legisla- 
tion it involves compromises, for the 
first time it sets forth the procedural 
principles on which Congress expects 
the administrative agencies to operate. 
It proceeds on the premise that the ex- 
ecutive as well as the citizen should be 
subject to law. 

Section 4 of the act gives new sig- 
nificance to administrative rule mak- 
ing, both from the standpoint of the 
administrative agency and of the in- 
dividual citizen by providing that due 
notice of proposed rule making shall 
be published in the Federal Register, 
except where actual notice is given or 
where the agency for good cause finds 
—and incorporates the findings in the 
rules issued—that notice is “impracti- 
cable, unnecessary, or contrary to the 
public interest.” 

Rule making may be either informal 
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Bringing Administrative Government under Control 


“Te [ Administrative Procedure] act marks the beginning of a 
new era in American administrative law in that Congress has 
at last recognized the importance, even though inadequately, of admin- 
istrative procedures. While like all legislation it involves compromises, 
for the first time it sets forth the procedural principles on which Congress 
expects the administrative agencies to operate. It proceeds on the 
premise that the executive as well as the citizen should be subject to law.” 





or formal, depending on the require- 
ments in the statute creating the agen- 
cy in question. Formal rule making re- 
quires a hearing so as to make a rec- 
ord. Where the statute creating the 
agency requires such a hearing, any 
aggrieved party is given precisely the 
same rights in respect to a hearing and 
the decisions that would follow the 
hearing as would any litigant in a con- 
tested case before the agency. Unfor- 
tunately the Congress has thus far re- 
quired a record in rule making in very 
few instances, though the procedure 
has been used in such important 
statutes as the Food, Drug, and Cos- 
metic Act and the Fair Labor Stand- 
ards Act. 

The pattern stands, however, for 
a procedure that Congress should 
investigate further. On informal rule 
making, after notice has been given, 
interested persons are given an oppor- 
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tunity to submit their data in writing 
and to present their arguments either 
in writing or orally as the agency may 
elect. After a consideration of all of 
the relevant data submitted the agency 
incorporates in the rules it adopts a 
“concise general statement of their 
basis and purposes.” While informal 
rule making falls far short of the safe- 
guards afforded by formal rule mak- 
ing, it nevertheless affords the citizen 
greater rights than he has in dealing 
with the Congress or state legislatures. 


I" the field of administrative juris- 
diction the greatest controversy has 
been over the commingling of inves- 
tigating, prosecuting, and judicial 
functions in one man or one body of 
men. President Roosevelt’s Commit- 
tee on Administrative Management 
was strongly opposed to the practice: 
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other duties] the independent com- 
mission is obliged to carry on judicial 
functions under conditions which 
threaten the impartial performance of 
that judicial work. The discretionary 
work of the administrator is merged 
with that of the judge. Pressures and 
influences properly enough directed to- 
ward officers responsible for formu- 
lating and administering policy con- 
stitute an unwholesome atmosphere in 
which to adjudicate private rights, But 
the mixed duties of the commissions 
render escape from their subversive in- 
fluences impossible. 

Furthermore, the same men are o- 
bliged to serve both as prosecutors and 
as judges. This not only undermines 
judicial fairness; it “weakens public 
confidence in that fairness. Commis- 
sion decisions affecting private rights 
and conduct are under the suspicion of 
being rationalizations of the prelimi- 
nary findings which the commission, 
in the rdle of prosecutor, presented to 
itself. 

The independent commission, in 
short, provides the proper workirg 
conditions neither for administration 
nor adjudication. It fails to provide re- 
sponsibility for the first; it does not 
provide complete independence for the 
second. 


oo minority of the Attorney Gen- 
eral’s committee was likewise op- 
posed, citing the traditional division 
between prosecutor and trial court in 
ordinary criminal litigation and the 
Bureau of Internal Revenue and the 
Board of Tax Appeals, now the Tax 
Court, as outstanding examples of a 
successful division of functions be- 
tween rule maker and prosecutor on 
the one hand and judge on the other. 
Another more recent but equally im- 
portant example of complete separa- 
tion of functions is to be found in the 
work of the National Labor Relations 
Board under the Taft-Hartley Act.® 
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. may be necessary for an agency in 
its infancy to exercise all three 
powers in exploring the field of its ac- 
tivities, but as it reaches maturity its 
functions should be separated so as to 
eliminate the dangers inherent in om- 
nipotency. 

But the administrative agencies 
with commingled prosecuting and 
adjudicatory powers had seemingly be- 
come a tradition too strong for Con- 
gress to Overcome in most instances. 
Congress in the Administrative Pro- 
cedure Act decided against complete 
separation, but it did make an effort 
to provide some safeguards within the 
existing framework of the agency by 
internal separation. There must be no- 
tice given of hearings and of the issues 
involved and an opportunity to pre- 
sent facts, arguments, and offers of 
settlement. The hearing officer shall be 
independent of any officers engaged in 
investigative or prosecuting functions 
of the agency and shall not “consult 
any person or party on any fact in issue 
unless upon notice and opportunity for 
all parties to participate,” and shall 
make the initial decision or a recom- 
mended decision. The power to make 
the initial decision is admirable, but 
the limitation of the hearing officer’s 
power by the agency merely to recom- 
mending a decision for agency ap- 
proval leaves much to be desired. Per- 
sons required to appear before an 
agency shall be entitled to have coun- 
sel and agency subpoenas and they 
shall be entitled to get copies of rec- 
ords. 

No order shall be made “except 
upon consideration of the whole rec- 
ord . . . as supported by and in accord- 
ance with the reliable, probative, and 
substantial evidence”—a very real ad- 
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vance if properly construed by the 
courts. 

Either prior to or after a deci- 
sion by a hearing officer the parties 
shall be given an opportunity to sub- 
mit findings, exceptions, and support- 
ing reasons, and the record shall show 
the ruling on each. Though the act is 
along step forward, the internal sepa- 
ration of prosecuting and adjudica- 
tory functions in an agency inevitably 
falls short of giving the individual a 
protection to which he has been tradi- 
tionally entitled in all justiciable con- 
troveries. One wonders, indeed, if the 
individual can ever be given adequate 
protection, human nature being what it 
is, when the prosecuting and adjudica- 
tory functions are still subject to the 
control of the same agency heads. 


pone have appeared and, as in the 
case of the Federal Rules of Civil 
Procedure after a similar trial period, 


the act may later require a revision; 
but even with its defects it has gone far 
to achieve the goal asserted by Mr. 
Justice Brandeis, “In the development 
of our liberty, insistence upon proce- 
dural regularity has been a large 


factor.” 


WwW" respect to the organization 
and operation of the executive 
branch, the Congress has it entirely 
within its power through the accept- 
ance of the recommendations of the 
Hoover Commission to cut substan- 
tially government expenses and to in- 
crease efficiency. By strengthening the 
Federal Administrative Procedure Act 
it can assure to the citizen the rule of 
law in administrative rule making and 
adjudication. Congress may also 
ameliorate the trend toward central- 
ization due to the excessive vesting of 
power in the executive arm of the Fed- 
eral government and it may return to 
the states the functions they can exer- 
cise more efficiently. It may at any 
time that it chooses reassert its power 
over the purse. It may adopt a new 
and truthful concept of the public wel- 
fare. In an age of personal govern- 
ment we need not despair of a rule of 
law—and so of liberty—if our legis- 
lators will but respect the essential wis- 
dom of the doctrine of the separation 
of powers. As matters now stand the 
responsibilities of the Congress are as 
great in internal affairs as those of the 
President are in international rela- 
tions. 
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should serve the future as fruitfully as they served the past.” 
—Crawrorp H, GREENEWALT, 

President, E, I. du Pont de Nemours 
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Taking the Gamble Out of 
Pensions 


In recent years, the inflationary spiral has placed all pensioners 
trying to live ona fixed income established during prewar price 
levels at decided economic disadvantage, What can be done now 
or in the future, or even retroactively, to “make whole” the 
faithful retired employee who sees his once valuable annuity 
dwindling in purchasing power to the point of bare subsistence? 


By GEOFFREY N. CALVERT* 


F all American industries, none 
O has done more to make the lives 
of its employees secure than 

has the public utility industry. One of 
the most important forms of future 
security which any industry can pro- 
vide is the pension plan. The utility 
industry has a special interest in de- 
velopments in the pension-planning 
field which will tend toward greater 
pension security for the wage earner, 
and a stabilized cost to the corporation. 
During the past ten years practically 
every corporation with a pension plan 
and practically every one of its em- 
ployees saw the devastating effect on 
pension planning of a severe inflation. 
But pension planning being relatively 
in its infancy as to most of our cor- 
porate enterprise, the impact of higher 
living costs on those retiring did not 


*For personal note, see “Pages with the 
Editors.” 
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affect a large number of people, al- 
though this was small comfort to those 
pensioners who were adversely af- 
fected by price levels which had surged 
upward drastically. 

In the light of these increased liv- 
ing costs, many pension plans of utili- 
ties which appeared to offer a decent 
standard of retirement living will no 
longer do so. And even if the plans 
were adjusted to recognize the infla- 
tion which has occurred to date, this 
would constitute no assurance of pro- 
tection for the retiring employee in 
the distant future. 


A is supposed to pro- 
vide security and a safe income 
in old age. It seems strange to talk 
of it being a gamble. But, believe it 
or not, that’s what practically every 
pension is. We don’t mean there’s 
doubt that the pensions will be paid— 
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in dollars. But there’s a very grave 
doubt as to how much those dollars 
will buy. It’s almost a certainty they 
won’t buy just as much as they will 
now. And history—for hundreds of 
years—seems to indicate the chances 
are strong that dollars received twenty 
or thirty years hence won’t buy as 
much as they will now. Therein is the 
gamble—a gamble on the future cost 
of living. 

There are about 17,000 pension 
plans in existence in America. Prob- 
ably 15,000,000 Americans are either 
receiving pension payments or will be 
when they reach retirement age. In- 
cluding their families, perhaps 50,- 
000,000 people, or about one-third of 
our population, are directly interested 
in private pension plans. That’s a big 
segment of the American population. 
How much these pensions will buy is a 
big question, and needs a big answer. 
America is becoming increasingly pen- 
sion conscious, and increasingly pen- 
sion-inflation conscious. 


| wghe consider what the retiring per- 
son really wants from his pension. 
What he really wants is an assurance 
that for the rest of his natural life he 
will be able to have so many steaks, 
potatoes, and bottles of milk a week, 
a new suit every so often, a house or 
apartment of a certain size, type, and 
location, and so on. What he really 
wants is the assurance that he can get 
a certain quantity and quality of things 
which he will need if he is to live at a 
certain standard of decency and com- 
fort after his retirement. 

Will his present pension plan as- 
sure him of this? In most cases, no. 
Unfortunately, the economic history 
of the past gives every indication that 
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the present pension commitments 
won’t assure him of the kind of living 
standard he has in mind. True, the pen- 
sions will assure him of a fixed num- 
ber of dollars every month, but who 
can assure him of what those dollars 
will buy? That is the gamble. It may 
be the greatest gamble in our economy. 

Of course, the gamble would work 
to the pensioner’s advantage, if prices 
went down. But most people don’t 
want to take that kind of gamble be- 
cause it’s a gamble with the odds 
against them. Pensions shouldn’t in- 
volve that kind of a gamble. Pensions 
should and must be safer than that. 


Wm does the utility corporation 
want in setting up its pension 
plan? It wants to assure its employees 
of such a decent standard of living, 
regardless of living costs, and, at the 
same time, it wants assurance itself 
that this future living standard can be 
accomplished without the corporation 
assuming dangerous obligations. It 
wants to be assured of its own maxi- 
mum obligations under the plan and, 
also, that these obligations have a rea- 
sonable probability of meeting the re- 
tiring employee’s requirements as to 
living standard, come what may as to 
price levels. The corporation cannot 
afford to embark on obligations under 
pension plans which may endanger its 
earning power, its credit, or its finan- 
cial stability. 

What the employee needs in a pen- 
sion, as is generally recognized today, 
is a certain percentage of his salary 
shortly before retirement. The pen- 
sion, to be truly meaningful and suffi- 
cient, must be geared to his pay over 
the period immediately before retire- 
ment and not to his average wages 
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How Secure Is Pension Security? 


¢ 7 of America is interested in pensions in one way or another, 

but few realize that the security to which they look forward 

after their pensions commence may be illusory, that the standard of 

living they now look forward to may be drastically reduced—in short, 
that their pensions are a gamble.” 





over the period of his employment 
until retirement. Under some plans, 
the pensions are geared in this man- 
ner, usually to the average pay for five 
years before the retirement date. If 
earnings throughout the corporation 
are maintained at relatively stable 
levels for various positions and duties, 
such an obligation may not create an 
unreasonable burden, but should price 
levels, and consequently wage levels, 
change drastically, it might well throw 
a serious burden on the corporation. 

If price and wage levels should in- 
crease 100 per cent in any 5-year pe- 
riod the annual pension obligations of 
the corporation would increase by a 
still greater percentage, because it 
would be necessary to make up the 
deficiency in contributions made in the 
past. 


w= utilities generally have a 
lower percentage pension cost in 
relation to net income than enterprises 
with less capital and more labor, never- 
theless a normal pension cost of 6 or 
7 per cent (after income taxes) of the 
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balance of earnings for common stock 
would not be an unreasonable average 
figure and this might, under the pres- 
sure of inflation, increase to an amount 
sufficient to materially affect the value 
of the equity, even though it might 
not seriously impair the company’s 
credit. Utilities are under the disad- 
vantage that they cannot, as industrial 
corporations often can, offset this 
additional cost by increasing the price 
of their products, with the result that 
in most cases utilities would have to 
carry this burden by diminution of 
stockholders’ earnings and surplus. 


AM fundamental concept of the 
workings of pension funds has 
recently been developed which should 
go far to alleviate the dangers and dis- 
advantages inherent in the present 
type of pensions. 

The new plan is to invest a portion 
of the pension fund in common stocks 
of American corporations represent- 
ing a cross section of the nation’s in- 
dustry. This in itself is not new, as 
a part of present pension funds has 
MAR. 26, 1953 
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been and is being so invested. The 
novel part of the plan is that the pen- 
sion itself will consist partly of fixed 
dollars and partly of these shares of 
stock. To illustrate, let us take a case 
where a pension of $200 per month 
is payable at retirement, under a pres- 
ent pension plan. The pension fund 
is invested in fixed-dollar obligations 
and the dollar amount of the pension 
is to be a fixed sum. Now let us imagine 
the plan is changed so that half of the 
contributions will be invested in fixed- 
dollar obligations. That will produce 
$100 of pension. The other half will 
be invested in a diversified list of rep- 
resentative high-quality stocks. 

At retirement this would provide 
a certain number of shares. Those 
shares would be divided into as many 
pieces or units as there are years of 
average life expectancy from retire- 
ment age. Let us say that was fifteen 
years; i.e., from sixty-five to eighty. 
In that case the stock would be divided 
into fifteen equal units. One unit would 
then be sold in the market each year, 
and the proceeds of the sale would be 
paid to the retired person along with 
the fixed-dollar part of the pension. 
The proceeds from the shares might 
amount to $120 (making a total pen- 
sion of $220), or to $150 (making a 
total pension of $250) or, if the mar- 
ket were lower than when the stock 
was purchased (on the average), the 
stock portion might be only $80 (mak- 
ing a total of $180). But, you may say, 
that in itself is a gamble, since the 
pension will fluctuate. 


LB pom further steps are taken, in 
designing the new plan, to con- 
trol these fluctuations, it is true that 
the amounts paid under this plan will 
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fluctuate. However, the amount of 
pension will tend, over a period, to 
follow pretty closely the changes in 
the cost of living so that a substantial 
part of the gamble on living costs 
would be eliminated. If you get $120 
from the stock portion of the new 
plan, in a given month, you would 
probably need it to buy what $100 
would have bought in previous years. 
On the other hand, if the stock part 
of the pension brings you only $80, the 
chances will be that you can get for 
that amount about the same things 
which cost $100 at an earlier date. 
The number of dollars you receive 
might go up or down, but the things 
you could buy with them would be 
likely to remain relatively equal. 

This new fundamental concept in 
pensions is already embodied in exist- 
ing pension plans. In December, 1951, 
Teachers Annuity and Insurance Asso- 
ciation (whose pension plan covers 
most of the faculty and employees of 
the great majority of American col- 
leges) announced that it would sup- 
plement its pension plan to make the 
equity-unit pension concept available 
to members of its plan on an optional 
basis, and this change has now become 
effective. Other plans utilizing this 
same principle have also been estab- 
lished. 


|. ge leading firms of pension con- 
sultants known to favor the 
establishment of plans on this princi- 
ple, the consulting actuarial division 
of Alexander & Alexander, Inc., of 
New York (and other large cities) is 
busy developing modifications and im- 
provements designed to keep the pen- 
sion payments even closer to the cost- 
of-living index. 
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It is believed that the new formula 
will be widely adopted by American 
corporations which presently have 
pension plans, or are to have them as 
soon as its merits have been brought 
to their attention. It offers protection 
to employees against fluctuations in 
purchasing power, and, on the other 
hand, protects employers against the 
possible economic dangers inherent in 
committing themselves for pensions on 
the basis of earnings in effect shortly 
before retirement, which may be dras- 
tically increased by inflationary con- 
ditions then existing. Both the inherent 
growth tendencies in common stocks 
and their substantially higher income 
(the excess of rate of return on stock 
investments over the rate of interest 
on high-grade bonds) should tend to 
increase the amounts of pension. 


MM’ of America is interested in 


pensions in one way or another, 
but few realize that the security to 
which they look forward after their 
pensions commence may be illusory, 
that the standard of living they now 
look forward to may be drastically 
reduced—in short, that their pensions 
are a gamble. However, initiative and 
research have apparently found a way 
out of the dilemma. The adoption of 
the new principle of equity-unit pen- 
sion payments should give us a large 
measure of the pension security that 
is so badly needed—security that no 
matter how prices fluctuate we can ex- 
pect with an increased measure of 
assurance that our pensions will en- 
able us to live on the standard we 
anticipated. 
If the new plan has the merits 


claimed for it—-and so it seems 
—that is glad tidings, indeed, for mil- 
lions of Americans. 

This is good news, too, for Ameri- 
can corporations with pension plans 
or about to adopt them, and particu- 
larly for American utilities, which 
have long endeavored to maintain a 
high standard of security for the em- 
ployees of this industry, both in their 
jobs during their working years and 
in their pensions after retirement. The 
new plan should prove a boon to the 
utility industry for it should enable it 
to obtain a higher degree of security 
for its employees without increasing 
its own obligations or becoming party 
to dangerous speculations with future 
price levels, to say nothing of the fact 
that the increase in income from the 
portion of the pension funds invested 
in common stock equities, should, 
alone, increase the amount of dollar 
pension payments without added cost 
to the employing corporation. 


HE principles described above*can 

be employed in setting up a new 
plan or in adjustment or amendment 
of an existing plan. In contributory 
plans it can be limited to all or a por- 
tion of the fund arising from the em- 
ployer’s contributions. It can be added 
as an additional employer contribution 
or the present employer contributions 
can be applied in whole or in part to 
the purchase of the common stock 
equities, thereby increasing dollar pen- 
sions and at the same time providing 
security for the employees against dol- 
lar purchasing power fluctuations 
commensurate with the portion of the 
fund invested in the equities. 
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Impact of FPC Rate Regulation 
On Natural Gas Production 


The economic consequences of the commission’s treatment of 

natural gas production properties has a direct impact upon 

consumers. As a result of restricted regulation, have pipeline 

companies been driven out of the production business, pre- 

ferring an arm’s-length supply instead of an economic penalty 
for developing their own reserves? 


By EDWARD FALCK* 


NE of the most significant eco- 
O nomic facts concerning the nat- 

ural gas industry during the 
past decade has been the remarkable 
decrease in the price fixed for natural 
gas during a period when the prices of 
coal and oil advanced sharply and 
practically doubled. According to the 
“Consumer’s Price Index” published 
by the Department of Labor, the cost 
of living in 1951 was 85.6 per cent 
higher than the average of the years 
1935-39. The items of domestic fuels 
entering into this ““Consumer’s Price 
Index” increased or decreased during 


the same period as follows: 
Natural Gas 
Cooking and Miscel- 


laneous Uses (10.6 
Decreased 18.1% 


*For personal note, see “Pages with the 
Editors.” 
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House Heating (30.6 
Therms) Decreased 15.8% 
Bituminous Coal Increased 104.6% 
Pennsylvania Anthracite Increased 114.9% 
Kerosene Range Oil .... Increased 81.7% 


#2 Fuel Oil (House 
Heating) Increased 91.0% 


Partly as a result of the changes in 
the relative prices of these fuels there 
has been a tremendous growth in the 
marketed production of natural gas 
during recent years, both in absolute 
terms and in percentage of total en- 
ergy supplied by all mineral fuels. 
Thus, expressed in trillions of British 
thermal units, natural gas production 
increased from 2,860 in 1940 to about 
8,708 in 1952, an increase of 204 per 
cent, as contrasted with the total for 
all minefal fuels which increased from 
24,336 in 1940 to 37,195, an increase 
of only 52.8 per cent. 
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terms of the percentage of total 
British thermal unit equivalent con- 
tributed by the several mineral fuels 
and water power in the United States, 
natural gas increased from 11.3 per 
cent in 1940 to 22.5 per cent in 1952. 
(It should be noted that these percent- 
ages are based upon preliminary Bu- 
reau of Mines data for the year 1952.) 

During most of this period the 
transportation of natural gas in inter- 
state commerce has been subject to the 
jurisdiction of the Federal Power 
Commission. Consequently, the regu- 
latory policies of the FPC have been 
and are of the greatest importance to 
the development of the natural gas in- 
dustry. One of the most important and 
interesting issues of regulatory policy 
has been the accounting and rate treat- 
ment accorded to gas reserves owned 
by natural gas companies. This mat- 
ter was covered at some length in the 
Natural Gas Investigation, Docket 
G-580, and in congressional hearings 
held on the Moore-Rizley Bill in 1947 
and on the Kerr Bill in 1949. At the 
time of the natural gas investigation, 
the commission was sharply divided 
on the question as to how natural gas 
reserves should be treated in rate cases. 

Until now, the Federal Power 
Commission’s practice in rate cases— 
as determined by the majority of the 
commission—has been to allow the en- 
tire price paid by the pipeline company 
as a cost to be included in the deter- 
mination of rates where gas is being 
purchased from producers and gather- 
ers under arm’s-length contracts. 
However, where the natural gas is pro- 
duced by the regulated natural gas 
company itself, the Federal Power 
Commission includes the depreciated 
net investment in gas reserves together 


with the net investment in transmis- 
sion property and permits the company 
to earn a stated annual return on the 
total amount of this investment. In 
other words, the pipeline company 
owning its own reserves is held to the 
low utility rate of return based upon 
cost of the reserves, but independents 
who have an equally low cost are per- 
mitted to charge the going competitive 
field price. 


Bon average field price of natural 
gas in the major producing areas 
in the Southwest is substantially high- 
er than the cost that the Federal Power 
Commission allows to natural gas 
companies for the production of their 
own gas. This is not only true as of 
today but it was true as far back as 
1946 when the issue of the FPC’s pol- 
icy on gas production was being in- 
vestigated and debated. A few exam- 
ples of the differentials existing in 
1946 will show this to be the case. 
Data presented in the Smith-Wim- 
berly report in the natural gas investi- 
gation showed that for companies such 
as Colorado Interstate Gas, Cities 
Service Gas, Natural Gas Pipeline 
Company, Northern Natural Gas 
Company, etc., the cost of gas pro- 
duced directly or by affiliated compa- 
nies was anywhere from one-half to 
one-third of the average price of gas 
being purchased by gas companies 
from nonaffiliated producers. Today, 
the differential between cost of pro- 
duction allowed by FPC to companies 
owning their own production and av- 
erage field prices is much greater. For 
example, in a recent hearing in the 
Panhandle Eastern Pipe Line Com- 
pany rate case before the Federal 
Power Commission, G-1116, Panhan- 
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dle Eastern’s expert witness, Charles 
Hinton, testified that the weighted 
average prices of gas (wellhead) as of 
August, 1952, were 8.48 cents per 
MCF in Kansas, 11 cents in Oklahoma, 
and 7 cents in Texas. These prices are 
stated on a pressure base of 16.4 
pounds per square inch. 


a” the same hearing exhibits were 
introduced showing that  stock- 
holders of Panhandle Eastern received 
a negative net income—t.e., an ac- 


e 


tual loss—on company-produced gas. 
Thus, a comparison of net income 
from gas wells owned 50 per cent by 
Panhandle Eastern Pipe Line Com- 
pany (FPC-regulated basis) and 50 
per cent by others (nonregulated 
basis) showed that the nonregulated 
partner received net income per MCF 
ranging from 4.9 cents to 5.6 cents, 
whereas the net income of the regu- 
lated producer (Panhandle Eastern) 
ranged from a loss of 0.8 cents to 1.3 
cents per mcr. (See C. H. Hinton’s 


GAS PRODUCED AS PER CENT OF GAS PRODUCED AND PURCHASED 
FOR MAJOR NATURAL GAS PIPELINE COMPANIES 
1942-1951 
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. II. Companies Beginning Operations after 1942 
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Source: “Statistics of Natural Gas Companies,” published by the Federal Power Commission 


and companies’ annual reports. 
1 Includes Canadian River Gas Company. 


2 Includes Texoma Natural Gas Company and Texas Illinois Natural Gas Pipeline Company. 


8 Includes Trunkline Gas Company. 
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Exhibit 569, introduced in the hearing 
January 30, 1953.) 

Because of the Federal Power Com- 
mission’s persistent practice of giving 
different treatment for gas which is 
purchased by a pipeline at arm’s length 
and for the gas which is owned and 
produced by the pipeline itself, it 
would normally be expected that the 
major pipeline companies would effec- 
tuate changes in corporate ownership 
and operations for plain business rea- 
sons. A study of the operations of 
such companies was undertaken to see 
whether this was the case. The results 
of the study are tabulated in the ac- 
companying table (page 422), en- 
titled “Gas Produced As Per Cent of 
Gas Produced and Purchased for 
Major Natural Gas Pipeline Com- 
panies, 1942-1951.” 

As will be seen from inspection of 
the table there has been a very sub- 
stantial decline in the percentage of 
“gas produced” as compared to the 
percentage of “gas produced and pur- 
chased” by natural gas companies. 
This decline applies to practically 
every single natural gas company that 
produced a portion of its requirements 
from its own reserves in 1942, and of 
course it applies to the totals for the 
group as a whole. The study shows 
also that no single new major pipeline 
company going into operation after 
1942 owns reserves. All of the new 
major pipeline companies depend en- 
tirely for their supply upon gas pur- 
chase contracts. 


|. gow the companies that have 
commenced pipeline operations 
after 1942 are Michigan-Wisconsin 
Pipe Line Company, Tennessee Gas 
Transmission Company, Texas East- 
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ern Transmission Corporation, Texas 
Gas Transmission Corporation, and 
Transcontinental Gas Pipe Line Cor- 
poration. For the year 1951 these com- 
panies purchased a total of 1,163,000,- 
000 mcr of gas. None of these com- 
panies produced any of their supply 
with the single exception of an insig- 
nificant amount reported as having 
been produced by Texas Gas Trans- 
mission Corporation. 

The basic data were obtained from 
the Federal Power Commission’s an- 
nual publication, entitled ‘Statistics 
of Natural Gas Companies” and from 
the companies’ reports on file with the 
commission. 

The table shows the pipeline com- 
panies divided into three groups. 
Group I consists of 12 major gas pipe- 
line companies, all of which were in 
operation during the entire period 
from 1942 to 1951 except for the year 
1943, for which data were not readily 
available. Group II lists five companies 
that commenced operations after 1942. 
Group III consists of two companies, 
Hope Natural Gas Company and 
United Fuel Company, each of which 
is a constituent part of a large gas 
production, transmission, and distribu- 
tion system. These two companies are 
reported separately for the reason that 
they have production of their own in 
the Appalachian area and they also 
purchase gas from pipelines originat- 
ing in the Southwest. 


Fe the first group of companies, 
the total of gas produced and pur- 
chased in 1942 was 991,662,000 mcr, 
of which 29.6 per cent was produced. 
For the same group of companies, the 
total of gas produced and purchased 
in 1951 was 3,023,603,000 mcr, of 
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Relation of Price to Conservation 


74 AY artificially low price encourages dump sales of gas for fuel 
under boilers and other so-called ‘inferior’ uses. It is well rec- 
ognized that price is a key factor in conservation. Maintaining an 
artificially low price hurts conservation in two ways; namely, (1) it 
encourages wasteful overuse of this commodity, and (2) it fails to pro- 
vide any real inducement or encouragement for the discovery and de- 
velopment of additional reserves for pipeline companies.” 





which only 18.6 per cent was pro- 
duced. In the case of the five compa- 
nies that began operations after 1942, 
the percentage of gas produced is zero 
for all years, including 1951. When 
Groups I and II are combined, it will 
be seen from the summary sheet that 
there has been a gradual and continu- 
ous decline in the percentage of gas 
produced by natural gas pipeline com- 
panies, starting from 29.6 per cent in 
1942, going down to 23.2 per cent in 
1947, 14.9 per cent in 1950, and 13.5 
per cent in 1951. 

Unless the commission changes its 
policy, it seems clear that the percent- 
age of gas produced by natural gas 
companies will continue to decline. 
The failure on the part of the com- 
mission to give full recognition to the 
value of natural gas owned by regu- 
lated natural gas pipeline companies 
has tended to drive natural gas com- 
panies out of the gas production busi- 
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ness. Most of the major pipeline com- 
panies which had substantial reserves 
ten years ago have disposed of part or 
all of their reserves. Arkansas Louisi- 
ana, Cities Service, El] Paso Natural, 
Panhandle Eastern, Southern Natural, 
and United Gas Pipe Line all have dis- 
posed of some of their reserves. 


HE economic results of the com- 

mission’s treatment of gas pro- 
duction properties have a direct im- 
pact upon consumers. Natural gas 
companies have lost the incentive to 
acquire new leases and to explore for 
and develop new gas fields. This is 
illustrated by the fact that exploration 
and development costs as a percentage 
of gas operating revenues declined in 
1950 to one-half the figure that pre- 
vailed in 1945. During the same pe- 
riod, the annual cost of natural gas 
purchased by natural gas pipelines 
increased over 100 per cent from 
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$224,000,000 in 1945 to $553,000,000 
in 1950. 

The policies of the Federal Power 
Commission have, in my opinion, 
caused the ultimate consumer to pay 
a higher price for natural gas. A pipe- 
line company which does not own a 
portion of reserves constituting its gas 
supply immediately loses its bargain- 
ing position and therefore has to pay 
the higher price which the producer 
can command. The highly competitive 
purchasing market creates a splendid 
bargaining position for the independ- 
ent producer, and the pipeline which 
does not own its own reserves must 
pay accordingly. It is difficult at this 
time to purchase gas without a third 
party favored nation clause and with- 
out an FPC jurisdictional clause which 
permits the producer to cancel a con- 
tract at its option if the sale of gas 
to the regulated company falls under 
the regulation of the FPC. 


HE failure of the Federal Power 

Commission to grant or attribute 
the commodity value of gas to pipe- 
lines owning their own reserves has 
actually cost the consuming public 
many times more in total than has 
been saved by discriminating against 
such pipeline companies. Less than 15 
per cent of all the gas moving in inter- 
state commerce is owned by natural 
gas companies under the commission’s 
jurisdiction. More than 85 per cent of 
the total interstate gas supply is pro- 
duced and sold under conditions of a 
free competitive market. This 85 per 
cent produced by independent pro- 
ducers is now selling at prices far high- 
er than would have been the case had 
pipelines been encouraged to acquire 
and retain their own reserves. The de- 
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nial of a fair field price on 15 per cent 
of the gas produced by a handful of 
natural gas companies is far out- 
weighed by the higher prices paid by 
all the other pipeline companies which 
purchase 100 per cent of their require- 
ments at arm’s length from independ- 
ent producers. Therefore, in my opin- 
ion, the commission’s policy has weak- 
ened the bargaining position of pipe- 
lines vis-a-vis independent producers 
and has discouraged pipelines from 
exploring for and developing natural 
gas reserves. 

There are many advantages to a 
pipeline and to the consumers who are 
served from the pipeline flowing from 
ownership of gas reserves. The pipe- 
line is in a better bargaining position 
when it comes to negotiating gas pur- 
chase contracts at arm’s length with 
independent producers. Also, a pipe- 
line can take care of variations in 
demand by increasing or limiting with- 
drawals from its own reserves. The 
pipeline can also take care of varia- 
tions in the volume of gas deliveries 
from others due to variations in both 
oil and gas production, conservation 
restrictions, etc. To summarize, a nat- 
ural gas company owning a portion 
of its own supply is able to render 
more economic, uniform, and reliable 
service. 


nN artificially low price encourages 
dump sales of gas for fuel under 
boilers and other so-called “inferior” 
uses. It is well recognized that price 
is a key factor in conservation. Main- 
taining an artificially low price hurts 
conservation in two ways ; namely, (1) 
it encourages wasteful overuse of this 
commodity, and (2) it fails to provide 
any real inducement or encouragement 
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for the discovery and development of 
additional reserves for pipeline com- 
panies. 

It is suggested by the Paley Commis- 
sion report (the President’s Materials 
Policy Commission report, entitled 
“Resources for Freedom,” Volume 
III, The Outlook for Energy Re- 
sources, Chap 2, pages 15 to 23, 
inclusive) that there are four national 
objectives in relating natural gas to 
our economy: 

(a) To stimulate maximum eco- 
nomic discovery of natural gas re- 
sources. 

(b) To avoid waste in the produc- 
tion of natural gas and to insure that 
full advantage is taken of the driving 
force of natural gas in lifting oil in 
order to get maximum economic re- 
covery of the oil and gas. 

(c) To improve the pattern of use 
so that relatively more gas goes to 
those uses in which it has a special ad- 
vantage and relatively less to those 
that could be served just as well by 
other fuels. 

(d) To lay the basis for an orderly 
transition to other fuels at that distant 
but inevitable date when natural gas 
production falls off. 


= report goes on to show that 
gas is very cheap in comparison 
to oil. For example, a barrel of petrole- 
um sells at the wellhead in Texas for 
about $2.65, while the equivalent 
amount of gas sells on the average 
for about 30 cents in the same region. 
Similarly, for the large industrial en- 
ergy users, the price of residual fuel 
oil of about $1.75 at a Texas refinery 
compares to the cost of an equivalent 
amount of natural gas of from 30 
cents to 36 cents on old contracts, or 
60 cents to 70 cents on new contracts. 
The report goes on to point out that 


gas being sold to industrial customers 
in Ohio at 42 cents and to residential 
customers at 54 cents is about half the 
cost of equivalent energy in the form 
of heavy fuel oil. In the language of 
the report: 


The industrial customers of the 
(gas) utilities were buying energy 
about 30 per cent cheaper than if they 
had bought residual fuel oil at tank- 
wagon prices, and the residential con- 
sumers about 40 per cent cheaper than 
if they had bought furnace oil, [Page 
19.] 


The report then goes on to say: 


The potential demand for natural 
gas at or near present prices to con- 
sumers far exceeds the amount cur- 
rently being marketed. The construc- 
tion of additional facilities for trans- 
portation and distribution will help 
meet some of the unsatisfied potential 
demand, but the excess demand will 
eventually have to be squeezed out 
either by company or governmental 
allocation or by such increases of price 
at points of consumption as will make 
the energy costs of natural gas com- 
parable in competing uses with the cost 
of other fuels, with allowance for dif- 
ferences in convenience of use. [Page 
ee 

There appears to be no economic 
basis for designing curbs on low-grade 
uses that would be more valid and more 
suitable than market forces in guiding 
the gas to the highest-grade use. [Page 
22.] 


U is my conclusion that the best way 
to facilitate the attainment of the 
national goals enumerated in this re- 
port of the President’s Materials Pol- 
icy Commission would be to put the 
pipelines on an equal footing with in- 
dependent producers in the matter of 
pricing the natural gas which the pipe- 
lines themselves produce. 
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A New Regionalism in 
Regulatory Administration 


Regional utility development should stress economic 

rather than the political approach. But it is often 

difficult to draw a clear-cut distinction with the new 

administration emphasizing the “decentralization” 

approach. What is the outlook for future regula- 
tory administration? 


By LINCOLN SMITH* 


ENUINE but not excessive de- 
G centralization in the develop- 
ment and control of natural 
resources will undoubtedly be a na- 
tional policy in the near future. 
President Eisenhower’s pre-election 
speeches and State of the Union ad- 
dress indicate a new concept of re- 
gionalism in the field of regulatory 
administration. While ultimate policy 
will be determined by the Republican 
Congress, the direction, or rather the 
redirection, the Chief Executive will 
give to policy through nominations 
and leadership will be toward private 
initiative, and local option and con- 
trol. 
The President’s program does not 
depend exclusively on Federal bu- 
reaucracy, but upon a partnership of 


*For personal note, see “Pages with the 
Editors.” 
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the states and local communities, pri- 
vate citizens, and the Federal govern- 
ment. This combined effort can ad- 
vance the development of river valleys 
and hydroelectric power, but the new 
emphasis will be on local and regional 
rather than on national control. The 
program resembles that advocated by 
the White House Chief of Staff, Sher- 
man Adams, who, as governor of New 
Hampshire, said: 


The development of the water re- 
sources of New Hampshire should be 
on the basis of a well-understood part- 
nership between private owners, the 
state, and the Federal government, and 
through the medium of a compact with 
other states. 


The centralization of the past two 
decades, largely opportunistic, was a 
responsibility of Democratic admin- 
istrations and Congresses. Leadership, 
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legislation, funds, and staffing of regu- 
latory agencies and of particular de- 
partments engaged in regulatory work 
were the means of promoting public 
power. Approximately one-fifth of the 
power generated in the United States 
is currently distributed and sold by 
government agencies. The creation of 
government corporations and _ the 
widespread use of grants-in-aid ex- 
tended regulation upward. To some 
degree, national control was substi- 
tuted for banker control. 


AT 1933, with emphasis on plan- 
ning and regionalism, the use of 
interstate compacts was greatly pre- 
cipitated. Passed in identical form by 
Congress and the states affected, the 
theory was to allow states to work out 
their regional problems with the guid- 
ance and approval of the national gov- 
ernment. But that “approval” some- 
times amounted to congressional veto 
of local desires. The Connecticut River 
Flood Control Compact, for example, 
though ratified by the four states con- 
cerned, was not passed by Congress. 
A group of Congressmen seemed to be 
more interested in the production of 
public power to compete with business- 
managed corporations rather than in 
flood control.? 

Centralization and top-heavy re- 
gionalism also permeated the Federal 
Power Commission, Interstate Com- 
merce Commission, and to a lesser 
extent the then newly created Secu- 


rities and Exchange Commission. 


The FPC was drastically revitalized 
through reorganization and changes 
in its personnel with the advent of the 
New Deal. This new spirit and concep- 
tion of the commission’s powers and 
responsibilities sometimes cut across 
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regional interests and state preroga- 
tives. 

Ecological and technological factors 
then and now require the region in- 
stead of the state as the administrative 
area for the development and control 
of the nation’s energy resources. One 
or two centuries ago rivers formed 
natural and historical boundaries be- 
tween states. But at present rivers and 
river basins are cohesive forces which 
unite rather than separate political, 
economic, and geographical areas. 
Power development transcends state 
lines, and no longer can be localized 
to a single state. Regionalism, which 
twenty years ago was largely a socio- 
logical and cultural concept and a re- 
action against the old sectional con- 
flicts, was implemented by the river 
basin approach and adopted by the 
national government as the admin- 
istrative area of public power projects. 
It was virtually a symbol of the New 
Deal. But the question of ultimate con- 
trol of the region remained unan- 
swered. 


meena, in theory, was then 
supposed to mean much local par- 
ticipation and decision making by 
natives on the scene. Tennessee Val- 
ley Authority propaganda stressed 
regionalism, planning, and decision 
making at the grass roots, and decen- 
tralization as an antidote for remote 
control.* The area within which local 
participation and decisions was per- 
mitted, however, was defined and con- 
trolled from above. While the influx 
of capital strengthened local govern- 
ment by giving it more functions and 
stimulated markets for electricity, part 
of the increased functions and power 
markets were obtained by absorbing 
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private power companies and by put- 
ting “practically every city in Tennes- 
see as well as many in adjacent states, 
in the power business.” * An objective 
and trenchant study found that the 
TVA officials worked with the more 
prosperous farmers of the valley, 
thereby establishing a _ grass-tops 
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en fought centralization and 
centrifugal regionalism in various 
ways. Oklahoma’s governor called out 
state troops to make a show of force 
as a dissent from Federal policy’ ; Ver- 
mont farmers, with shotguns, routed a 
crew of Army Engineers surveying 
for an unwanted flood-control proj- 


be- rather than a grass-roots policy.® ect®; several southwestern states 
and threatened to limit or place an embargo 
uch D* Arthur E. Morgan, first chair- on the export of natural gas in retali- 
cal, man of the Tennessee Valley Au- ation to regulatory policies of the 
— thority, was asked by the Senate Federal Power Commission®; and 
‘ate Committee on Public Works in 1948 Idaho, under Republican leadership, 
zed for his opinion on regional develop- passed a law prohibiting sale of any 
ich ments and on regional governments to electric power development in the state 
- administer river basin water pro- to a governmental or quasi public 
” grams. This is what he said: corporation from outside the state.’ 
= If we get at the bottom of this pro- State officials and executives of pri- 
he posal we see that it arises from a feel- vately owned corporations spread their 
: ing that state and local self-government propaganda as they “viewed with 
- is a failure, and it must be displaced alarm” the creeping trend toward fed- 
- by a centralized administration con-  ¢ralization and socialization of nat- 
Ww trolled from the national capital.® 1 
ural resources. 

“ Although that was the view of only The extreme alternatives in central- 
a one man, it is significant of a trend ization or decentralization of natural 

that regionalism was an administrative resources were outlined by the United 
‘ device superimposed on states from States Supreme Court. In one signifi- 
above, with relatively little attention cant decision the court demonstrated 
. paid to local customs and desires. The that under its plenary authority over 












regional approach to date has been 
considered political rather than eco- 
nomic, and has been used by propo- 
nents of public power to attain their 
objectives. 


interstate commerce, Congress may 
assert jurisdiction over the cord from 
a light plug to an electric toaster; but 
Congress did not go that far. Congress 
“sometimes is moved to respect state 





=e 
q “THE centralization of the past two decades, largely oppor- 





tunistic, was a responsibility of Democratic administrations 
and Congresses. Leadership, legislation, funds, and staffing 
of regulatory agencies and of particular departments en- 
gaged in regulatory work were the means of promoting 
public power. Approximately one-fifth of the power gen- 
erated in the United States is currently distributed and sold 
by government agencies.” 
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rights and local institutions even when 
some degree of efficiency of a Federal 
plan is thereby sacrificed. Congress 
may think it expedient to avoid clashes 
between state and Federal officials in 
administering an act. . . . Conflicts 
which lead state officials to stand shoul- 
der to shoulder with private corpora- 
tions making common cause of resist- 
ance to Federal authority may be 
thought to be prejudicial to the ends 
sought by an act and regulation more 
likely to be successful, even though 
more limited, if it has local support.” 
Mr. Justice Black recognized two op- 
posing philosophies. Whereas state 
trade barriers to interstate commerce 
bring about “Balkanization” of com- 
merce in the United States, others 
prefer this to governmental regulation 
of free enterprise. ““To them the spec- 
ter of bureaucracy is more frightening 
than Balkanization.” * 


ee reactions by states and pri- 
vate industry produced some re- 
sults. Two decades ago the Senate did 
not usually question presidential nomi- 
nations to the independent regulatory 


commissions."* Subsequently, how- 
ever, in the capacity of checking bu- 
reaucracy and centralization, the trend 
was altered. In “isolated instances that 
gathered with cumulative force,” the 
Senate pushed and sometimes suc- 
ceeded in its demands for a more gen- 
eral scrutiny of administrative ap- 
pointments."*” The Federal Power 
Commission, to cite one example, 
probably reached the height of its ag- 
gressiveness in 1949. Subsequently, 
however, and at the behest of the 
United States Senate, came some 
changes in top personnel. The courts 
also restricted the commission of that 
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era.’© In a new atmosphere, the ma- 
jority of the commission has shown 
professional vigor, yet with admin- 
istrative self-restraint.” The result of 
the 1952 elections may affect top per- 
sonnel and elevate a Republican to the 
chairmanship. In a political back- 
ground more favorable to private 
power, states’ rights, and devolution, 
the FPC as an arm of Congress and 
perhaps with a decreased budget is not 
likely to expand its jurisdiction. The 
Federal Power Act may be as it was 
originally intended to be, complemen- 
tary to and not a substitute for state 
regulation. 


A™ lag, though, is inevitable 
before the Republican adminis- 
tration and Congress will make their 
full imprint on administrative agen- 
cies and achieve the apparent objec- 
tives for a new regionalism. Organic 
statutes provide bipartisanship and a 
continuum in membership which pre- 
clude wholesale changes, unless Con- 
gress, by law, should abolish the com- 
missions, create new ones, or enlarge 
the number of commissioners. The re- 
sponse of the permanent and classified 
staffs of some of the administrative 
agencies and departments to changes 
in the top political personnel is yet un- 
known. Although recruited on the 
basis of merit and presumably without 
regard to party affiliation, certain at- 
mospheres have infiltrated some of 
these staffs, notably in the Depart- 
ment of the Interior, in the last twenty 
years which cannot be eradicated im- 
mediately. The influence of key staff 
officials, who have been on the job for 
many years, may be extreme in some 
cases, until their bosses become ac- 
climatized to their functions. 
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A New Look at Multipurpose Projects 


ee multiple-purpose projects and perhaps those already in 
existence may have the costs attributed to power redefined, as 
a concession to the tax-paying utilities and to local tax authorities. Even 
the entire concept of multiple purpose may be limited, in deference to 
regional interests and local prerogatives. Utility companies in general 
and particularly states which have resisted these dams have claimed 
they were often designed largely for power generation under the guise 
of flood control.” 





| qarwens important question is 
whether President Eisenhower 
will be able to check the Corps of Army 
Engineers who are responsible for the 
engineering surveys, estimates, and 
construction work of government 


projects. Senator Paul H. Douglas: 


(Democrat, Illinois) recently con- 
cluded that the Army Engineers have 
never been restrained in estimating 
the benefits which will result from 
their projects and that their estimates 
in recent years have greatly under- 
estimated costs."® Presidents Hoover, 
Roosevelt, and Truman were helpless 
in attempting to cope with or curb the 
influence of the Engineers. Except for 
unforeseen circumstances, probably 
neither a General nor a President can 
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get the Army Engineers within the 
administrative hierarchy. Some of the 
hostility to the Army Engineers, how- 
ever, has been because the Corps has 
tended to cater to local interests with- 
in congressional districts, as opposed 
to centralized administrative jurisdic- 
tion. In this respect their activities will 
fit into the new configuration. 
Although contemplated changes 
cannot be immediate and there will be 
no reactionary elimination of “going 
concerns” such as the TVA and Bon- 
neville Power Administration, a devo- 
lutionary emphasis is expected in the 
light of a new regionalism. Dr. Paul 
J. Raver, Bonneville chief, has been 
quoted as saying: 
I suggest that we take power com- 
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pletely out of the hands of the Federal 
government and place it in the hands 
of a regional board, either elected or 
appointed by the governors of the states 
concerned.” 


Dr. Raver suggested this board 
should be responsible for the task of 
financing and building power dams. 
The money for the construction, he 
thought, should be raised by bonds 
sold in the open market. Douglas Mc- 
Kay, President Eisenhower’s Secre- 
tary of the Interior, was moved to 
comment that this idea was “on the 
right track,” and that “I am in favor 
of any good plan to get the govern- 
ment out of the power business.” 


Oe can only guess how the new 
administration will affect TVA. 
Possibly the plan advocated by the late 
Wendell L. Willkie but rejected by the 
TVA for a “ceded area” between the 
TVA and Commonwealth & Southern 
will be revived. That would have au- 
thorized the sale of public power for 
industrial uses within a specified area, 
with restrictions on sales outside. 
The Republican party’s opposition 
to “all-powerful Federal, socialistic 
valley authorities” may have been re- 
flected in the report of the Missouri 
Basin Survey Commission, which was 
released on February 20, 1953. Al- 
though ultimate authority still seems 
to rest at the national level, the report 
laid emphasis on state and local co- 
operation. Instead of an authority, a 
co-ordinating agency would be in 
charge. The Federal government will 
operate the big plants already com- 
pleted and those under construction, 
but the commission recommended that 
non-Federal utilities might be included 
in future developments if the owners 
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of these developments “assume plan- 
ning and operational obligations simi- 
lar to those a Federal construction 
agency would accept.” Three of the 
eleven members of the commission dis- 
sented from the majority proposals 
because they thought the Federal gov- 
ernment would have too much control. 
However, this report is indicative of 
a trend toward greater control at the 
grass roots. 


pean as additional multiple- 
purpose projects are on the Eisen- 
hower program, but at local option and 
especially in times of crisis, one may 
expect greater experimentation and 
use of “mixed enterprise” in the de- 
velopment and control of the nation’s 
natural resources. Although both pub- 
lic and private power agencies pre- 
sumably find some common ground in 
the Bonneville setup, and at the 
Hoover dam both public and private 
funds were used for river basin de- 
velopment, the emphasis heretofore 
has been on the public power aspects. 
The business-managed utilities will 
probably obtain a larger segment of 
the enterprises in future. 

Another mixed enterprise was con- 
templated on the Connecticut river, a 
multiple-purpose development for a 
navigable channel from Hartford to 
Holyoke, Massachusetts, with a power 
dam at Enfield Rapids. The Connecti- 
cut Light & Power Company filed an 
application with the FPC for a license 
to build and operate the power-gen- 
erating facilities in co-operation with 
the Federal government. Recently, 
however, as of March 1, 1952, the 
Connecticut Light & Power Company 
obtained from the FPC a preliminary 
permit for three years to maintain 
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priority of application for license to 
construct the dam and power plant en- 
tirely by a subsidiary company. 
Private enterprise will not compro- 
mise with collectivism. The assump- 
tion is made here, however, that the 
two are not entirely incompatible. 
Projects which are justified primarily 
on the basis of socia! desirability, flood 
control for example, cannot be under- 
taken without the use of public funds. 
To the extent that such public under- 
takings include bona fide incidental in- 
crements in the realm of economic 
values, or when additional expendi- 
tures will produce commodities for the 
competitive market, government and 
business are drawn together and sup- 
plement each other. The Power Au- 
thority of the State of New York, ac- 
cording to its chairman, John E. Bur- 
ton, “cannot achieve the full benefits 
of its plan without the complete co- 
operation of the private utilities. The 
Federal government could not do so 
eitheir without securing such co-opera- 
tion or putting the private utilities out 
of business. The Power Authority will 
not move in this latter direction.” ®° 


peres of energy alternative to 
hydroelectricity will have a vital 
influence on the development of nat- 
ural resources. Some evidence points 
to a resurgence of steam power. The 
tivalry between hydro and thermal 


electricity has ebbed and flowed in 
waves, depending on the fluctuations 
of cost and technological and political 
developments. Government power pro- 
moters have pushed hydro, sometimes 
for political reasons. As a result of 
their activities, the seemingly more 
rapid growth of hydro capacity in past 
years should not be attributed to any 
economic superiority. The costs of 
government hydro differ from the 
costs of privately owned steam-electric 
plants, so no comparisons can be made 
without adjustments. The present 
trend is toward the use of thermal 
plants using coal or oil. This is em- 
phatic in New England, with its de- 
mand for firm power. Thermal capac- 
ity is quicker and often cheaper to 
install, and labor-operation costs are 
low. Federalized areas such as TVA 
and the Pacific Northwest must resort 
to large quantities of steam power to 
firm up hydro. Fred G. Aandahl, As- 
sistant Secretary of the Interior, 
frowns on Federal steam power, and 
does not think the department should 
build “any steam plants to supplement 
the hydroelectric power they are gen- 
erating.” ** In 1951 the West’s power 
came 51 per cent from hydroelectric 
plants. But by 1975 only 38 per cent 
of the region’s power is predicted to 
come from falling water, 8 per cent 
from gas and oil, and about 54 per 
cent from coal.” 


e 


a direction but not a goal, has been badly stigmatized under 


q “PLANNING, which in the true sense is only advisory, and 


government auspices at the national level. One of the great- 
est weaknesses of national planning heretofore was that 
plans and surveys frequently ignored or did not give serious 
consideration to state and local desires.” 
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Nuclear energy already has been 
harnessed to produce electric power 
for everyday uses. If it becomes prac- 
tical, hydro may be relegated to an in- 
ferior status, especially since a great 
majority of the more desirable sites 
already have been developed. Origi- 
nally created as an operating agency, 
the Atomic Energy Commission al- 
ready is functioning in the regulatory 
periphery, and eventually may become 
an independent regulatory agency. In 
June of 1950 the commission signed 
regulatory contracts with four private 
groups for experimental investigations 
for power. Congress may need to re- 
view the problem of public or private 
control of atomic power, and to ap- 
portion atomic energy costs between 
national defense and industrial use, 
not unlike the necessity of an appor- 
tionment at TVA. 


cng multiple-purpose projects 
and perhaps those already in ex- 
istence may have the costs attributed 
to power redefined, as a concession to 
the tax-paying utilities and to local tax 
authorities. Even the entire concept 
of multiple purpose may be limited, in 
deference to regional interests and 
local prerogatives. Utility companies 
in general and particularly states which 
have resisted these dams have claimed 
they were often designed largely for 
power generation under the guise of 
flood control. The two objectives can- 
not always be combined efficiently, be- 
cause the conditioning factors are 
different. Whereas power production 
needs a full pond to provide a fall of 
water, flood control demands an empty 
pool to absorb the extra water when 
it comes. If one dam must serve all 
purposes, it may not be very valuable 
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and efficient for any one purpose. 


ee Paul H. Douglas, long an 
opponent of government largess, 
has given a helpful, if only partial for- 
mula for determining the real tests 
of any power project: 1. Is it eco- 
nomically justifiable? 2. Is power bad- 
ly needed in that area? 3. Is it finan- 
cially prudent in the interests of the 
national economy to carry out the pro- 
gram? 4. And, most important during 
a period of defense build up, is the 
project badly needed for defense pur- 
poses? * These are not platitudes ; but 
in the final analysis, three, if not all 
four of them, depend upon value judg- 
ments. The fundamental question is 
who should be responsible for deter- 
mining these policies? The Senator 
seems to assume that the decisions are 
to be made by the national govern- 
ment, and that the development of the 
nation’s hydroelectric resources should 
be a major Federal responsibility. 

The first point might be determined 
by either national or state govern- 
ments, or jointly, and the answer de- 
pends somewhat on semantics and 
political philosophy. The second is 
largely a question of fact, and a pre- 
rogative of local government. The 
fourth is clearly an exclusive function 
of the national government. The third 
calls for a decision at the national 
level, but ought to be considered in 
relation to still another tenet. 

This writer suggests a fifth, which 
rejects the premise that power devel- 
opment is a national or even a public 
function: Does the proposed project 
contravene local rights and desires, 
and would it be prejudicial to local 
interests? This question of local op- 
tion is relative and not absolute, and 
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Qe 


Need for 


Regional Planning 


“- order for federalism to work, leaders, thinkers, and planners 

are as necessary at the lower as at the high level of government. 

A resurgence of state and regional planning, especially under private 

and quasi public authority, may occur. Revitalized regional planning 

will counteract bureaucratic trends at the top, and will be more reason- 

able and amenable to local wishes because it is done through local 
institutions.” 





must be seen in perspective because 
national defense is a Federal obliga- 
tion and cannot be left to local or re- 
gional whim. On the other hand, con- 
servation is a state right under the 
reserved powers (Tenth Amendment) 
of the United States Constitution. 
Hence, this right must be reconciled 
with the national government’s juris- 
diction over interstate commerce. In 
the time of emergency the strong hand 
of the national government is para- 
mount ; but otherwise due recognition 
to local option mitigates ultimate ne- 
cessities. Hence, once again, it becomes 
necessary to try to resolve both na- 
tional and state prerogatives by ob- 
taining a common denominator which 
is neither static nor arbitrary, yet 
generally acceptable to both. 


' t ‘HE report of President Truman’s 
Water Resources Policy Commis- 
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sion stressed Federal direction and 
control of the full development of 
hydroelectric power. It predicted that 
in “certain regions, the Federal gov- 
ernment is, or will presently become, 
the main source of future power sup- 
ply, and will provide a completely inte- 
grated wholesale regional power sys- 
tem for transmitting low-cost power 
to the major distribution center of the 
region.” Despite some reference to 
local and state participation, regional 
administrations, river basin authori- 
ties, would be staffed by the President 
of the United States, and would not 
be responsible to the citizens of the 
area. 

Throughout the year 1950 regional 
public hearings were held over the en- 
tire country in order to obtain an ex- 
pression of public opinion in the estab- 
lishment of a sound national water 
resources policy. Testimony offered by 
MAR. 26, 1953 
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New Englanders, for example, had 
little or no effect upon the thinking of 
the commission. The recent elections 
strengthen the previously drawn con- 
clusion of Professor Raymond Penn 
of the University of Wisconsin that 
the report “probably will not be ac- 
cepted as the water policy of the 
American people, nor will it aid ma- 
terially in resolving the issues.” ** The 
professor further observed that the 
“report lacks constructive thinking on 


local, state, and regional relationships ° 


in formulating water policy.” A new 
regionalism will redirect this conflict 
downward, and against the excesses 
of centralized control. Two regional 
surveys are presently being made, in 
the Northeast and in the Southwest. 
Progress in one of these areas will be 
analyzed in the sequel to this article. 


| eereee which in the true sense 


is only advisory, and a direction but 
not a goal, has been badly stigmatized 
under government auspices at the na- 
tional level. One of the greatest weak- 
nesses of national planning heretofore 
was that plans and surveys frequently 
ignored or did not give serious con- 
sideration to state and local desires. 
This view is supported by the Asso- 
ciation of Land Grant Colleges, that 
a mechanism is needed for “assuming 
that the programs and policies reflect 
the needs and wishes of local peo- 
ple.” * Contrary opinion, as expressed 
by Tugwell and Banfield, is that “what 
is needed is a mechanism to assert the 
interest of the whole people against 
the local interest and to coerce the local 
interest when necessary.” 

In order for federalism to work, 
leaders, thinkers, and planners are as 
necessary at the lower as at the high 
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level of government. A resurgence oj 
state and regional planning, especialh 
under private and quasi public author 
ity, may occur. Revitalized regions 
planning will counteract bureaucrati¢ 
trends at the top, and will be more rex 
sonable and amenable to local wishe 
because it is done through local insti. 
tutions. Since planning cannot con. 
form to preconceived notions, its valid: 
ity depends upon the open-mindedness 
and judicious temperament of the 
human beings who staff the agency. 
The planning functions of such organ- 


izations as regional governors’ confer... 


ences, the New England Council, the 
National Water Power Panel of the 
Engineers Joint Council, taxpayers’ 
organizations, associated industry 
groups, and other regional and profes-§ 
sional organizations may be expected) 
to assume a larger rdle in the develop- 
ment of resources policy. Though such 
groups often have political motives, 
they plan regardless of election results, 
and their value judgments are often 
based on economics. 


ee regionalism will probably 
stress the economic rather than the 
political approach, although no clear- 
cut distinction can always be drawn 
between them. The business-managed 
utilities make their expansion plans on 
a long-range basis, and this must be 
done without regard to changes on the 


political horizon. This point was well § ;;..: 


made for states by Governor Thomas 
E. Dewey of the state of New York: 


In the last thirty years water-power 
programs have been developed, policies 
formulated, and the laws passed. It 
seems to me quite significant that dur- 
ing the last thirty years there has been 
no interruption in the flow of the 
philosophical consideration of the ne- 


436 





A NEW REGIONALISM IN REGULATORY ADMINISTRATION 


cessity of development of water power 
and no change in approach of the state 
to that problem, even though political 
parties in control of our state have 
changed. In other words, it is an eco- 
nomic necessity to our part of the coun- 
try and political considerations just do 
not change necessities.*® 


‘On _—— Governor Sherman Adams 

of New Hampshire, now a key man 
on domestic policy in the new adminis- 
tration, said shortly after the 1952 elec- 


y.gtions that the people “are able to make 
an-Mithe difference between an expanding 


-8... federalism versus a decentralizing, 
responsibility-assuming system of lo- 


cal government and community enter- 
prise... . This, it seems to me, is to- 
day’s challenge and today’s opportu- 
nity.” ®? In this, as in most conflicts of 
centralization and devolution, the im- 
portant point is that national or state 
control should be merely a means, 
not an end in itself. Plenary control 
by states would be fully as inexpedient 
and ineffectual as nationalization of 
natural resources. But there is a com- 
mon ground between the two ex- 
tremes; its pendulum centers about 
genuine regional control which is 
neither of the puppet variety nor the 
exclusively parochial approach. 
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Washington and the 
Utilities 


Congress Scans the Commissions 
te House Interstate and Foreign 
Commerce Committee, headed by 
Chairman Wolverton (Republican, New 
Jersey), has been scrutinizing the major 
regulatory commissions during recent 
weeks. As of this writing, the Securities 
and Exchange Commission and the Fed- 
eral Communications Commission had 
been among those called on the carpet. 
The Federal Power Commission, origi- 
nally slated to go on late in February, was 
postponed until a later date in March. 

The object of these hearings was in the 
nature of an over-all inspection tour in 
reverse. The commission representatives 
showed up at the committee, instead of 
vice versa. It was Chairman Wolverton’s 
thought that before going into a number 
of specific bills affecting the various regu- 
latory laws, under which these commis- 
sions operate, it might be a good idea for 
his committee members to get a funda- 
mental understanding and some practical 
impressions of how the various commis- 
sions are conducting their work. Wit- 
nesses at these hearings have been more 
or less confined to spokesmen for the 
different commissions. The committee is 
also hearing interested Congressmen, in- 
cluding those who have bills on the com- 
mittee’s agenda. Later on—probably in 
connection with specific bills to be taken 
up—outside parties will be heard. 

The Securities and Exchange Commis- 
sion spent a considerable amount of its 
time discussing its various duties under 
some eight different statutes, notably the 
Securities and Exchange Act and the 
Truth-in-Securities Act. But the com- 
mission’s work under the Holding Com- 
pany Act was given a fair amount of at- 
tention, in view of the questions being 
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raised as to continuation of certain SEC 
functions, now that so many of the holt- 
ing companies have been broken up and 
finally removed from the jurisdiction of 
the SEC, The case for the SEC was pre- 
sented by Commissioner McEntire. It 
seems that some Congressmen would 
merge SEC’s utility holding company 
security policing functions with those of 
the Federal Power Commission. This 
latter was an idea touched upon in the 
reports of the Commission on Organiza- 
tion of the Executive Branch of the Gov- 
ernment (Hoover Commission). 


2 inadvisability of merging SEC 
and FPC functions was cited by 
Commissioner McEntire, in his statement 
to the House Commerce Committee. Ac- 
tually, McEntire said, “there is no over- 
lapping between our two commissions.” 
He doubted that any economies would 
result from a transfer of functions. There 
is, he said, “a fundamental and inescap- 
able conflict between those who seek 
through rate regulation the lowest pos- 
sible rates to consumers and those who 
are concerned with the financial stability 
and soundness of the companies.” 

McEntire repeated the fear that a sin- 
gle regulatory agency would tend to pre- 
fer one approach to the other, to the detri- 
ment of one or the other class. SEC finds 
that the “present separation of functions 
between us and the Power Commission 
provides a check and balance which may 
be very salutary.” McEntire raised this 
issue in response to a question by a House 
Commerce Committee member on trans- 
ferring of remaining Holding Company 
Act activities to FPC. 

The idea that SEC might actually en- 
large its scope of activity under § 30 of 
the Holding Company Act, as recently 
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suggested by Chairman Cook (PuBLIc 
UTILITIES ForTNIGHTLY, September 11, 
1952, page 333), was touched upon in 
the House committee presentation. So 
far, SEC has neither the staff nor the 
money to engage in broad studies for 


properties under § 30. 

A specially appointed group has pro- 
duced one confidential report which 
covers two companies—a sort of token 
operation to show what could be done. Of 
course, SEC has long been required under 
its ordinary duties to supervise partic- 
war holding company reorganization 
plans, and to make particular studies of 
proper economic integration in some in- 
stances. But Chairman Cook’s idea was 
to enlarge this, under § 30, into a matter 
of general policy and a continuous opera- 
tion with appropriate staff. 


ie concerning the FPC and 
the House committee’s reaction to 
the same will find an even more wide- 
spread and attentive audience than the 


testimony on the SEC’s surviving duties 
under the Holding Company Act. Sev- 
eral bills already have been introduced 
and more are likely before the session 


ends, dealing with commission activity. 


Most controversial is expected to be 
proposed legislation to remove intrastate 
natural gas pipeline operators from FPC 
jurisdiction where such facilities are 
mainly used in connection with distribu- 
tion, rather than wholesale supply. The 
National Association of Railroad and 
Utilities Commissioners, which sup- 
ported the Bricker-O’Conor Bill in the 
last session of Congress, probably will be 
heard again when this matter comes up 
for review. 

Some utility people—especially in the 
natural gas field—would like to have the 
congressional committeemen get an idea 
of the scope and consequences of some 
FPC regulatory practices as they have 
developed in recent years. This may mean 
going into such things as the composition 
of the rate base, rate of return, deprecia- 
tion, cost of money to attract necessary 
financing for expansion, etc. 
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Because of the numerous items on the 
committee’s agenda, it hardly seems like- 
ly that specific bills to amend either the 
Natural Gas Act or the Federal Power 
Act could be reached for hearing much 
before the end of April. Already com- 
panion bills on rectifying the so-called 
East Ohio Gas Company decision of the 
U. S. Supreme Court -have appeared in 
Congress. One is a bill by Representative 
Bow (HR 2679). Its companion (S 
1051) was introduced in the Senate by 
Senator Bricker (Republican, Ohio). 

These bills would release the intrastate 
natural gas distributors from FPC juris- 
diction, with a provision exempting also 
those facilities for distributing natural 
gas in a single “metropolitan area.” 
Similar provisions were contained in the 
old Bricker-O’Conor Bill, which actually 
passed the Senate on July 5, 1952, but 
died in the House during the last session. 


* 


McKay on Public Power 


— of Interior McKay has 
reached no decision on whether his 
department will continue to oppose, be- 
fore the FPC, the Idaho Power Com- 
pany’s application to build its Oxbow 
project on the Snake river. McKay told 
members of the National Press Club re- 
cently that he was neither for nor against 
the construction of Hell’s Canyon dam by 
the Federal government, but expressed 
the view that new construction should be 
confined to those projects on which there 
is little or no disagreement, while more 
controversial projects are re-examined 
from the standpoint of their economic 
feasibility. McKay promised a decision 
on the Oxbow project question before 
April 13th. 

In other respects, Secretary of Interior 
McKay continues to retreat from the 
strong propublic ownership attitudes 
taken by his predecessor, Secretary Chap- 
man, on controversial matters affecting 
Interior Department’s public power 
plans. Last month, McKay said that he 
knew of no objection to construction of a 
hydroelectric dam at Roanoke Rapids by 
the Virginia Electric & Power Company. 
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Court Blocks New Phone Rates 


“7 enforcement of telephone rates 
prescribed by the city council of 
the city of Texarkana, Texas, was en- 
joined last month by the U. S. District 
Court for the Eastern Djvision of Texas. 
The General Telephone Company of the 
Southwest operates the telephone ex- 
change at Texarkana, serving the twin 
cities of Texarkana, Arkansas, and 
Texarkana, Texas. Last August the 
public service commission of Arkansas 
authorized the company to increase tele- 
phone rates for Texarkana, Arkansas. 
Telephone franchises in both Texarkana, 
Arkansas, and Texarkana, Texas, re- 
quire that the rates be the same in each 
city. The city council of Texarkana, 
Texas, refused to concur in the exchange 
rates fixed by the Arkansas commission, 
and on February 2, 1953, authorized the 
company to increase its exchange rates 
in an amount approximately one-half of 
the increase granted by the Arkansas 
commission. 

The city council used an original cost 
rate base less observed depreciation of 
18 per cent plus materials and supplies, 
resulting in a rate base of $2,353,072.72. 
The company presented to the Federal 
court evidence of the value of all its 
property in the Texarkana exchange. 
The court overruled motions to require 
the company to separate property as be- 
tween Texarkana, Texas, and Tex- 
arkana, Arkansas, and also overruled 
motions to require the company to sep- 
arate its property as to property used for 
interstate toll and property used for in- 
trastate toll. The court further over- 
ruled motions claiming the court lacked 
jurisdiction because of the Johnson Act, 
which requires that state appellate reme- 


dies be exhausted in rate cases befor 
recourse to the Federal courts. 

The court held the city council of 
Texarkana, Texas, was required to find 
a fair value rate base and to include re. 
production cost valuation as well as orig- 
inal cost valuation. The court deter- 
mined a fair value rate base depreciated 
of $3,021,994.55, and on this valuation 
found that the rates fixed by the city 
council would produce a return of only 
3.9 per cent. Under the injunction 
granted by the court the company is now 
charging in both Texarkana, Texas, and 
Texarkana, Arkansas, the rates fixed last 
August by the Arkansas commission. 
Company officials stated that these rates 
would produce a return of approximate- 
ly 5 per cent on the rate base fixed by 
the Federal court. 


* 


Bell System-CWA Open 
Contract Talks 


Pee negotiations have gotten 
under way between the CIO Com- 
munications Workers of America and 
the Bell telephone system. Sixty-day 
termination notices required under the 
Taft-Hartley law have been served on 
Ohio Bell, New Jersey Bell, Bell Lab- 
oratories, Pacific Telephone & Tele- 
graph, Michigan Bell, and Western Elec- 
tric. A total of 81,195 workers are cov- 
ered by this first cluster of CWA-AT&T 
agreements. Other contracts coming up 
for negotiations will bring the total num- 
ber of workers covered to 324,054, the 
number of Bell system employees repre- 
sented by CWA. The first negotiat- 
ing session began March 4th in Cleve- 
land between CWA negotiators and off- 
cials of Ohio Bell. Union contract de 
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mands center around a series of basic 
objectives set as bargaining goals by 
CWA’s convention last June. 

The union is laying particular stress 
on demands for basic wage increases, nar- 
rowing of wage, job, and locality differ- 
entials, health and welfare, including im- 
proved pensions and a proposed com- 
pany-financed hospital, medical, and 
surgical plan. Seniority, grievance pro- 
cedures, and regulations covering dis- 
charges and demotions will be over- 
hauled, according to the union’s pro- 
posals. As in previous years, CWA 
demands for pay boosts are stated in 


ig-Mgeneral terms—‘a reasonable general 


-M wage increase.” According to Joseph A. 
Beirne, CWA president, the union bases 
its case for a wage boost, among other 
things, on “the industry’s ability to pay, 
the lag of phone workers behind other 
workers, increased productivity in the 
industry.” Beirne said the lag of tele- 
phone workers behind other groups has 
become increasingly serious. 


(GC PDEAL wages of telephone workers 

have gone up only $1.11 a week 
since 1939,” Beirne said. “During the 
same period real wages of steel workers 
went up $13.52 a week. It would take at 
least 25 cents an hour to restore phone 
workers to the relative position they oc- 
cupied in 1939.” Beirne added that since 
1939 phone worker hourly earnings have 
dropped from twelfth to twenty-seventh 
place in a list of 45 representative indus- 
tries. He also said that in a list of 125 
manufacturing and nonmanufacturing 
industries phone workers stand seventy- 
second in hourly earnings, eighty-fourth 
in weekly pay. “This is a shameful rec- 
ord for AT&T, the world’s largest and 
richest business corporation,” Beirne 
said. 

In a communication to CWA workers, 
Beirne commented on the start of bar- 
gaining with the Bell system, expressing 
the hope that this year’s negotiations can 
be concluded without a strike. He said: 


I do not believe a strike is inevita- 
ble. We shall do everything honorable 
to obtain peaceful settlements. Never- 
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theless we must all recognize that when 
a majority votes strike and when 
strikes are forced by management, we 
must support such strikes wholeheart- 
edly and with enthusiasm. 


* 


Northwestern Bell Wins Rate 
Boost 


2-to-1 decision by the North Da- 
kota Public Service Commission 
authorized Northwestern Bell Telephone 
Company to increase exchange telephone 
rates in the state by about $450,000. The 
company requested an increase of about 
$1,128,000. The increase granted was 
calculated to yield a rate of return of 5.75 
per cent on the company’s North Dakota 
investment. 

The approved rates will increase the 
rate for business individual line service 
60 cents per month in smaller exchanges 
and up to $1.05 per month in Fargo. 
Revised residential rates will be in- 
creased 35 cents per month for smaller 
exchanges and up to 50 cents per month 
in Fargo. Rural rates were boosted 20 
cents per month. 

The commission said the company’s 
gross operating revenues from North 
Dakota operations in 1952 was about $7,- 
275,000. The company’s net intrastate 
investment as of December 31, 1952, was 
estimated at $18,487,000. The commis- 
sion’s majority decision stated: 


It is apparent that the applicant is 
entitled to an increase in rates if con- 
fiscation of its properties is to be avoid- 
ed and if the additional investment 
necessary to serve the anticipated 
growth in North Dakota industry is 
to be reasonably expected. 


The company asked for a return on its 
investment of 64 per cent. But the ma- 
jority decision said 5.75 per cent would 
be reasonable “under the facts and cir- 


cumstances of this case.” A dissenting 
opinion denied the necessity of a rate in- 
crease and disagreed with the manner in 
which it was determined, as well as with 
the basis on which the increased rates 
were apportioned. 
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Should SEC’s Utility Functions 
Be Transferred to the FPC? 


tp Securities and Exchange Com- 
mission has recently prepared a 
64-page statement for the Committee on 
Interstate and Foreign Commerce, giv- 
ing a general review of the commission’s 
functions and record of accomplishment, 
together with answers to specific ques- 
tions propounded by the committee. Por- 
tions of the statement are summarized 
below. 

The commission considers its major 
accomplishment to have been the protec- 
tion of the American investor, and states 
its philosophy as follows: 


You will recall that the downfall of 
the capitalistic system was predicted 
quite some time ago by Karl Marx. 
His prediction has not come true, at 
least in the United States. Instead 
what we have had is a tremendous 
growth of our capitalistic economy 
based on a constant widening of its 
base. Earlier in the development of our 
economy a “capitalist” was typically a 
man of great wealth who had firsthand 
information about the situations in 
which he invested and controlled them. 
Today the resources of capitalists of 
this class are completely inadequate to 
finance our expanding industrial econ- 
omy. The great bulk of capital for 
American industry, and we might add 
for American defense, comes from in- 
vestors of smaller means who have no 
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and Comment 


By OWEN ELY 


direct connection with the enterprises 
in which they have invested. In short, 
there has been a widespread divorce- 
ment of ownership from control, There 
can be no doubt but that this broaden- 
ing of the base of our Capitalism isa 
development that has been necessary 
to the survival of both Capitalism and 
democracy, but it has brought with it 
a host of problems. 


HE statement then points out the 

helpless position of the ordinary in- 
vestor prior to the adoption of the 
Securities Act, stating that he “had no 
source of reliable information . . . could 
not tell what a share was worth or be 
sure that the venture was not unduly 
risky or... rigged . . . that he was with- 
out an effective voice in the control of 
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the enterprise” and could not protect his 
interest in a reorganization. 

This would appear to be a somewhat 
sweeping statement, for even in the bad 
days of the 1920’s there were several 
well-established investment services, and 
a number of large investment houses 
maintained sizable staffs of conscientious 
analysts for the purpose of scrutinizing 
security data and advising their clients. 
To us it would seem that the excesses of 
the 1929 market were due in some degree 
to the failure of the government to re- 
strict security loans and pool opetations, 
which permitted and encouraged a tidal 
wave of security speculation. This gave 
full play to the activities of promoters, 
particularly in the utility holding com- 

any field, where “growth possibilities” 

and “high leverage” became the magic 
symbols which lead many investors to 
ignore the current statistics. However, 
there is no doubt that if the SEC had 
been functioning during this period it 
would have been able to prevent many, 
perhaps most, of these speculative ex- 
cesses, particularly in the utility field. 

Commenting on its administration of 
the Public Utility Holding Company Act 
of 1935, the commission points out that 
the Federal Trade Commission began 
the investigation of utility holding com- 
panies as early as 1928, pursuant to Sen- 
ate Resolution 83 in the 70th Congress. 
(It seems unfortunate that this investiga- 
tion was not immediately effective in pre- 
venting promotional excesses in utilities, 
and that despite the market crash seven 
years elapsed before the Holding Com- 
pany Act was enacted.) 


HE statement reveals that during 

the early stages of the program to 
regulate holding companies, around 1941, 
the commission had a staff of 1,723 em- 
ployees, while now with this program 
almost completed (and with bankruptcies 
less frequent) there are only 780. In 
1941 the commission devoted 234 man- 
years to work under the Holding Com- 
pany Act, particularly § 11, while in the 
current fiscal year only about 63 man- 
years will be available, the bulk of this 


being outside of § 11. The holding com- 
pany systems, in complying with § 11, 
have divested themselves of 763 compa- 
nies with assets totaling over $10 bil- 
lion, Nevertheless, the registered holding 
company systems now functioning still 
have, due to the tremendous expansion 
of the utility industry, assets of $13.6 
billion compared with the $15.1 billion 
reported in 1941. 


cb SEC has now considered and 
passed upon the major reorganiza- 
tion plans of all of the registered utility 
systems with only one exception, Inter- 
national Hydro-Electric Corporation, 
“and as to it we are reasonably hopeful 
that a solution will be forthcoming with- 
in the next few months.” However, it 
was noted that a considerable amount of 
odds and ends of work still remains in 
connection with § 11, which is now be- 
ing taken up as rapidly as the limited 
staff will permit, With respect to the 
suggestion that remaining work and 
functions under the Utility Holding 
Company Act might be transferred to 
the FPC when the § 11 program is com- 
pleted, the statement points out: 


After § 11 is completed as to all of 
the major systems, there will remain 
the large number of companies which 
have had a temporary exemption and 
which must be looked at. As you know, 
the Hoover Commission seems to have 
looked into this matter, but did not 
make a recommendation to that effect. 
Actually, there is no overlapping be- 
tween our two commissions. The 
“supremacy clause” of § 318 assures 
that. Moreover, in the field of regula- 
tion of financial practices, and particu- 
larly in the regulation of capital issues 
and capital structures, the FPC has 
limited jurisdiction and limited experi- 
ence; therefore, it seems questionable 
whether any economies would result 
from a transfer of functions. 

Finally, it should be remembered 
that there is a fundamental and in- 
escapable conflict between those who 
seek through rate regulation the low- 
est possible rates to consumers and 
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those who are concerned with the finan- 
cial stability and soundness of the 
companies. Regulatory agencies hav- 
ing jurisdiction over both aspects in 
the very nature of things tend to pre- 
fer one to the neglect of the other. The 
present separation of functions between 
us and the Power Commission pro- 
vides a check and balance which may 
be very salutary. We should continue 
to explore the possibilities of combin- 
ing functions among the several ad- 
ministrative agencies, but the commis- 
sion does not believe that the answer 
lies in transferring all of our Holding 
Company Act activities to the Federal 
Power Commission. 


‘ e SEC also commented on the new 
program under § 30 as recently pro- 
posed by Chairman Cook. The statement 
mentioned that this was not entirely 
novel, since some of its utility work in 
the past “has had § 30 aspects.” For ex- 
ample, there have been a large number 
of transfers of property between systems, 
and acquisition of properties by regis- 
tered utilities under §§ 9 and 10. 

The FPC has authority under § 202 
of the Federal Power Act to recommend 





GAS AND ELECTRIC UTILITY 
FINANCING* 
(In Millions) 


‘Febru- Jan- crease 
ary Feb. Over 
1953 1953 1952 
Electric Utilities 
Bonds $1 $211 88% 
Preferred .... 58 132 
Common 127 225 


$396 125% 


% In- 


$50 D22% 
Preferred 13 _ 
Common 3 50 


$ 66 — 
$462 91% 


Total Electric and 


*As compiled by the Irving Trust Com- 
pany. D—Decrease. 











interconnection of electric utilities and 
interchange of current but it is not con- 
cerned with transfers of ownership, “and 
the industry has long recognized that 
there are situations where full inter- 
change and effective operation can be 
achieved only through common owner- 
ship. It is this field which § 30 covers.” 
Due to budgetary restrictions, the SEC 
thus far has done no recent work under 
§ 30 except to assist two companies which 
were negotiating a property transfer. 


5 
Should Per Share Earnings Be 


Reported on “Average” or 
“Outstanding” Shares? 


UE to the large amount of new money 
financing in recent years, utility 
earnings statements have been affected by 
the considerable amount of idle capital 
on which costs were accruing, while the 
corresponding earnings have been de- 
layed until the new properties could be 
constructed, tested, and put in commer- 
cial operation. In many cases bank loans 
have been resorted to during this interim 
period, and the cost of these funds (after 
deducting income taxes ) was more or less 
nominal during the period of very cheap 
money rates. However, this practice was 
not uniform and, in any event, short-term 
money rates have now risen sharply. 

A widely adopted device is the use of 
the item “interest on construction— 
credit” placed with the fixed charges. 
Most companies, it is believed, accrue 6 
per cent on the funds invested in new 
construction, regardless of how the 
money was raised, on the theory that 
when the property is placed in operation 
it will normally earn 6 per cent. This is, 
of course, a rule-of-thumb adjustment, 
since in some cases the new funds might 
have been obtained at low cost through 
bank loans, and in other cases at a rela- 
tively high cost by equity financing. 
However, any distortion of earnings 
would be temporary, and would “average 
out” for the utilities as a whole. A more 
serious statistical defect is the location 
of this item with fixed charges. It should 
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properly be placed between net operating 
income and miscellaneous income, and 
perhaps relabeled “estimated potential 
earnings of property under construc- 
tion.” Its present location leads to dis- 
tortion of total fixed charges and thus 
may make the valuable ratios “number 
of times fixed charges earned” and “num- 
ber of times charges and preferred divi- 
dends earned” almost meaningless. 


ORE recently it has been recognized 
that the use of the “interest on 
construction credit” does not provide an 
adequate offset to the dilution of common 
stock earnings when these are based on 
the currently outstanding number of 
shares. Some utility companies have been 
advised, by the certified public account- 
ants who audit their accounts, that it 
would be proper to report share earnings 
on the basis of a quarterly average of the 
number of shares outstanding, which 
would correspond to the twelve months’ 
total of the quarterly dividend payments. 
Accordingly, an increasing number of 
companies have been following this meth- 
od. 

Unfortunately, some of them no long- 
er report the actual number of shares 
outstanding, so that the old-fashioned 
analyst or investor cannot readily adjust 
the figures to the old basis. 

It is perhaps annoying to utility ana- 
lysts to have some share earnings stated 
in one way, and others in another. The 
Irving Trust Company (Bulletin 4, dated 
February 27th) asked a group of twelve 
utility analysts to indicate their prefer- 
ence. The result of this poll was as fol- 
lows: 

All the analysts wanted to have 
available the twelve months’ earnings on 
actual shares, but half of them also want- 
ed the earnings based on average shares. 
(Apparently they preferred a monthly to 
a quarterly average.) In any event, the 
method used and the number of shares 
should be noted in the financial state- 
ment. For periods less than twelve 
months the average share method should 
not be used, since there are too many 
complications along with the seasonal 
factor. 
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Sp are two other factors to be 
considered. A stock split or a stock 
dividend should not be treated in the 
same way as a new-money issue of stock, 
but rather calls for an adjustment of past 
and present earnings and dividends, to 
put them all on a comparable basis, The 
financial services make such adjustments 
for splits, but possibly not for small stock 
dividends. 

Another problem is the case of a con- 
vertible issue of which a substantial 
proportion has suddenly been converted 
into common stock. The analysts con- 
cluded that the increase in common 
shares should not be “averaged,” since 
this case does not represent an injection 
of new money and earnings have pre- 
sumably been received over the preced- 
ing year from the use of the cash origi- 
nally raised by selling the convertible 
issue. 

In the tables presented in each issue 
of this department, it is impracticable to 
show share earnings on both average and 
outstanding shares since this might in- 
volve presenting two sets of price-earn- 
ings ratios, dividend pay-out percentages, 
etc. Where the figures are given both 
ways, the figure based on outstanding 
shares will be given preference with the 
average share earnings indicated by foot- 
note. However, if only the average fig- 
ure is readily available, it will be used, 
with a footnote explanation. 


¥ 


Natural Gas Reserves Increase 


ROVED recoverable natural gas reserves 
Pi the United States on December 31, 
1952, approximated 200 trillion cubic 
feet, an increase of nearly 6 trillion over 
the previous year, it was recently an- 
nounced in a joint report of the commit- 
tee on reserves of the American Gas 
Association and the American Petroleum 
Institute. Since 8.6 trillion cubic feet 
were used in 1952, the total new gas 
“proved” in that year was 14.5 trillion or 
about 7.5 per cent. The reserve of nat- 
ural gas liquids also rose to almost 5 
billion barrels, compared with 4.7 billion 


MAR. 26, 1953 





PUBLIC UTILITIES FORTNIGHTLY 


ELECTRIC UTILITY COS., CLASS AG B 
TREND OF REVENUES AND NET INCOME 





MONTHLY RECORD 


| (in millions) 
1 l 








: REVENUES 
1952. 















































40 
J 
6000 
5000 
4000 
3000 
2000 


3888 


8 8 8 88 


MAR. 26, 1953 


NET INCOME 


YEARLY RECORD 


(in millions) 


8 8 33 


8 8 § 88888 














FINANCIAL NEWS AND COMMENT 


in the previous year. Crude oil reserves 
at the end of the year were 28 billion 
barrels versus 27.5 billion previously. 

Of the 14.5 trillion cubic feet of addi- 
tional natural gas proved last year, 8.9 
trillion reflected exploration and drilling 
in existing fields and 5.4 trillion repre- 
sented reserves in newly developed fields. 
The industry made rapid strides in de- 
veloping underground storage, and at 
the end of 1952 had added nearly 200 bil- 
lion cubic feet to estimated reserves 
stored underground. 

Following are the estimated gas re- 
serves for recent years (not including 
natural gas liquid reserves) for which 
data are available, in trillions of cubic 
feet : 

Net 
Production Est.Re- Increase 


During serveat In Est. 
Year Year-end Reserve 


4.9 160.6 — 
Y 165.9 5.3 
173.9 . 
180.4 
185.6 
193.8 
199.7 


1952 

While reserves remain quite ample, the 
figures seem to us to indicate (1) the 
importance of avoiding waste of natural 
gas, particularly the reduction of “flar- 
ing” to a minimum; (2) the necessity of 
continued write-off provisions in the Fed- 
eral income tax law, to stimulate wild- 
catting, exploration, and development of 
new reserves; and (3) a further increase 
in the development of underground stor- 


age, in order to stabilize the utilities’ firm 

load, and permit the most profitable 
year-round use of gas. 
* 

Utility Average Hits 
22-year High 

NEW 22-year high was reached 

this month in the average price of 

public utility shares listed on the New 

York Stock Exchange. Investors have 

been steadily seeking shares of these 

companies for some months, attracted by 

favorable dividend returns and increas- 

ing earnings. 

More important is the program of ex- 
pansion for coming years as manage- 
ments anticipate additional growth, 
which is the keynote of various annual 
reports of the electric and natural gas 
companies, currently being mailed to 
stockholders. 

In the annual report of the Atlantic 
City Electric Company, Bayard L. Eng- 
land, president, points out that the con- 
tinued growth and development of the 
area served by the company is dramati- 
cally linked with the expansion in the 
Delaware river valley. This company is 
scheduled to spend $27,000,000 in the 
next two years, A total of $12,700,000 
was spent in 1952. Earnings for the com- 
mon increased to $1.83 a share in 1952 
compared with $1.70 in 1951. 

Consumers Power Company, located 
in Michigan, is another of these growth 
companies. According to Justin R. Whit- 
ing, chairman, the “review of events of 
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the past year is again the story of a dy- Natural gas companies all report 
namic expanding business in a prosper- growth but due to lagging rate increases 
ous fast-growing territory. All indica- and warm weather, have not all reported 
tions point to its continuance.” higher earnings. 
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CURRENT ELECTRIC UTILITY STATISTICS AND RATIOS 


Per Cent Increase 
Latest Latest Latest Latest 
Unit Month 12Mos. Month 12 Mos. 
Operating Statistics (December) 


Output KWH—Total Bill. KWH 

Hydro-generated .. #5 

; Steam-generated .. 

Capacity Mill. KW 
Peak Load (November) - 

Fuel Use: Coal Mill. Tons 

G Mill. MCF 

Oil Mill. Bbls. 

Coal Stocks Mill. Tons 


Customers, Sales, Revenues, and Plant (November) 
KWH Sales—Residential 


‘ommercial 
Industrial 
Total, Incl. Misc. .. 
Customers—Residential 
Commercial 
Industrial 
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Income Account—Summary (November) 


Revenues—Residential 
Commercial! 
Industrial 
Total, Incl. Misc. Sales . 
Sales to Other Utilities . 
Misc. Income 
Expenditures—Fuel 
Labor 
Misc. Expenses 
Depreciation 
Taxes 
Interest 
Amortization, etc. . 
Net Income 
Pref. Div. (Est.) .. 
Bal. for Common 
Stock (Est.) .... 
Com. Div. (Est.) .. 
Bal. to Sur. (Est.) . 


Electric Utility Plant (November) ... 


Reserve for Depreciation and Amort. 
Net Electric Utility Plant 
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RECENT FINANCIAL DATA ON GAS COMPANY STOCKS 
Share Earnings* 
—_ Divi- ur- 
rice dend “e- rent % In- 12 Mos. 
About Rate teld Period crease Ended 
Pipelines 
East Tennessee Nat. Gas . 
Mississippi River Fuel ... 
Southern Natural Gas ... 
Tenn. Gas Trans. ........ 
Texas East. Trans 
Texas Gas Trans. ....... 
Transcontinental Gas .... 


Averages 


Integrated Companies 
American Natural Gas .. 
Columbia Gas System . 
Commonwealth Gas 
Consol. Gas Util. ....... 
Consol. Nat. Gas 
El! Paso Nat. Gas 
Equitable Gas 
Interstate Nat. Gas 
Kansas-Neb. Nat. Gas ... 
Lone Star Gas 
Montana Dakota Utilities 
Mountain Fuel Supply ... 
National Fuel Gas 
National Gas & Oil 
Northern Nat. Gas 
Oklahoma Nat. Gas 
Pacific Pub. Serv. ...... 
Panhandle East. P. L. ... 
Pennsylvania Gas 
Peoples Gas Lt. & Coke .. 
Southern Union Gas .... 
United Gas Corp. ....... 
Averages 
Retail Distributors 
Atlanta Gas Light 
Brooklyn Union Gas .... 
Central Electric & Gas ... 
Consumers Gas 
Fall River Gas Works ... 
Hartford Gas 
Houston Natural Gas .... 
Indiana Gas & Water .... 
Kings County Lighting .. 
Laclede Gas 
Minneapolis Gas 
Mobile Gas Service 
New Haven Gas Light ... 
North Shore Gas 
Pacific Lighting 
Portland Gas & Coke . 
Providence Gas 
Seattle Gas 
South Jersey Gas 
Springfield Gas Light ... 
United Gas Improvement . 
Washington Gas Light ... 


Averages 
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International Utilities .... $1.40 48% $1.88 18% Sept. 154 74% 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND 
WATER COMPANIES 


—Share Earnings*—— 
3/5/53 Divi- ur- Price- 
Price dend Approx. rent % In- 12 Mos. Earn. 
About Rate teld Period crease Ended Ratio 
Communications Companies 


Bell System 
Am. Tel. & Tel. (Cons.) 
Cin. & Sub. Bell Tel. .. 
Mountain States T. & T. 
New England Tel. & Tel. 
Pacific Tel. & Tel. .... 
So. New England Tel. . 


Averages 


Independents 

Central Telephone 

General Telephone .... 
Inter-Mountain Tel. ... 
International Tel. & Tel. 
Peninsular Telephone .. 
Rochester Telephone .. 
Southeastern Telephone 
Western Union Tel. ... 


Averages 
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% $11.45** D3% Dec. 14.0 
4.61 1 Dec. 

6.82 51 Dec. 
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Transit Companies 


Cincinnati Transit .... 
Dallas Ry. & Terminal . 
Greyhound Corp. ...... 
Los Angeles Transit .. 
National City Lines ... 
Philadelphia Transit ... 
Rochester Transit 

St. Louis P. S. A 
Syracuse Transit 
United Transit 


Averages 
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Water Companies 
Holding Companies 


American Water Works 
New York Water Serv. 
Operating Companies 
Bridgeport Hydraulic .. 
Calif. Water Service .. 
Elizabethtown Water .. 
Hackensack Water .... 
Jamaica Water Supply . 
New Haven Water .... 
Ohio Water Service ... 
Phila. & Sub. Water ... 
Plainfield Union Water. 
San Jose Water 
Scranton-Springbrook . 
Southern Calif. Water . 
West Va. Water Service 


Averages 
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A—American Exchange. O—Over-counter or out-of-town exchange. S—New York Stock 
Exchange. D—Decrease. *Earnings are calculated on present number of shares outstanding, 
except as otherwise indicated. **On average shares outstanding. #Includes stock dividend 
NC—Not comparable. ¢t Pro forma. 
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Has American Socialism “Discovered” 
Big Business Benefits? 


HE November election, like all elec- 

tions, has been followed by a plethora 
of theories by political dopesters, poll 
takers, and sundry “experts” as to what 
actually happened. Was it Eisenhower’s 
popularity? The Korean war? Commu- 
nists in the government? Or did a great 
number of voters simply change their 
minds about the underlying economic as- 
sumptions of the New and Fair deals? 
That the results were due to a combina- 
tion of circumstances is probably the saf- 
est conclusion, if not the most satisfying. 
But the argument that the voters have 
ceased to be impressed, if they ever were, 
by frantic attacks on “the corporations” 
and the “selfish designs” of Big Business 
—a phrase which has come to mean about 
anything anyone wishes it to mean—is 
gaining ground among some of those 
who at one time were in the front ranks 
of the “Big Business” baiters. 

Such erstwhile public ownership en- 
thusiasts as David Lilienthal and 
Norman Thomas are now giving private 
enterprise respectful consideration, al- 
though Lilienthal’s “conversion” (if that 
is the just word) probably dates before 
the election. Both are symptomatic, how- 
ever. A disciple of “people’s businesses” 
during his seventeen years as a New 
Dealer, TVA Administrator, and Atomic 
Energy Commission head, Lilienthal is 
now associated with Lazard Freres & 
Co,, a New York investment banking 
firm. He has just written a new book 
entitled Big Business: A New Era. 
Lilienthal starts out with a frank admis- 
sion that during his “twenty years of 
experience, observation, and reflection 
... 1 had to revise my opinions and pre- 
judgments because they simply did not 
square with the facts as I found them 
to be.” He has arrived at the conclusion 
that “Our productive and distributive 
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superiority, our economic fruitfulness, 
rest upon Bigness. Size is our greatest 
single functional asset.” 


ILIENTHAL believes that it is time to 
discard some of the antiquated pro- 
visions of the antitrust laws which he 
says are based “largely upon prejudice 
created by abuses long since corrected 
...” He states that against the danger 
of future abuses of power by Big Busi- 
ness “we either already have adequate 
public safeguards or know how to fashion 
new ones as required.” Far from dis- 
couraging bigness, he would have the 
government promote “those principles 
and practices of Bigness that can bring 
us, in increasing measure, vast social and 
individual benefits.” 

Lilienthal thinks Congress should pass 
a Basic Economic Act which would re- 
peal both the Sherman and Clayton acts, 
“and all other existing laws, administra- 
tive policies, and judicial interpretations 
of the antitrust laws” in so far as they 
were inconsistent with the major con- 
cern of the new act: “productivity and 
the ethical and economic distribution of 
this productivity.” 

The test of bigness under this measure 
“would thenceforth be whether the par- 
ticular aspect of size challenged by the 
government does in fact further the pub- 
lic interest.” In this last respect, Lilien- 
thal’s “conversion” can be seen not to 
be completely wholehearted. While he 
would abandon the negative approach to 
Big Business for a positive one, he is still 
unable to envision an economy which 
would simply be let alone by the govern- 
ment. As a matter of fact, his legislative 
proposal would place in the hands of Con- 
gress and the executive unlimited power 
to direct the economy toward any goal 
conceived by them to be in the “public 
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interest.” The last twenty years have 
given clews as to what direction this 
might take. But it is encouraging to note 
the overdue recognition of the rdle of 
Big Business in the economy. 


N%& is free enterprise the bogey man 
it used to be for Norman Thomas, 
ofttimes Socialist candidate for the presi- 
dency. Thomas now feels that “the work- 
ing class is not the Messiah which some 
of us thought” and urges his fellow So- 
cialists to face up to the awful truth: 
“The economic arrangements which are 
good for my neighbor are good for me.” 
Thomas would have American Socialists 
de-emphasize the Marxian theory of the 
class struggle and admit up to a point 
the virtues of a competitive society, 

He warns against pressing state own- 
ership too far because “the state under 
the most democratic theory and practice 
will become too huge, too cumbersome.” 
Thomas expressed his views in a study 
entitled Democratic Socialism—A New 
Appraisal, designed to chart the course 
for American Socialism for the second 
half of the century. His message in es- 
sence : Times have changed and demands 
for all-out state ownership no longer 
make sense. He says: 


We have learned that it has been 
possible, to a degree not anticipated 
by most earlier Socialists, to impose 
desirable social controls on privately 
owned enterprises by the development 
of social planning, by proper taxation 
and labor legislation, and by the growth 
of powerful labor organizations, 


Referring to nationalization in Great 
Britain by the Labor governments, 
Thomas says it improved the economic 
status of the workers, but adds: 


But it must be admitted that nation- 
alization of industry in Great Britain 
and elsewhere has not been the simple 
solution of all problems which many 
Socialists in their age of faith had 
assumed. 


With regard to state ownership, 
Thomas says: 
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Two things have happened since 
World War I to lessen somewhat So- 
cialist insistence on state ownership. 
First, not only the dictatorial Fascist 
and Communist states have sharpened 
our fears of the state as the master of 
human society, but experience with the 
broadened activities of relatively demo- 
cratic states like Britain and America 
has made us more aware than formerly 
of the dangers of statism—and the eco- 
nomic inadequacies of nationalism— 
against which we must always be on 
guard. 


Be pr does not completely write 
off state ownership, however, or so- 
cial ownership under democratic control, 
as he calls it. Natural resources, steel 
manufacture, credit, and money are fields 
which require “social” control, he be- 
lieves. But he acknowledges that “There 
is not one perfect formula for what ought 
to be owned under social legislation.” 
The determining factor should be public 
opinion, which varies from time to time 
and place to place. Each generation 
should be allowed to make its own de- 
cisions. He refers to “advantages for 
freedom and enterprise in varieties and 
ownership. 

“There are men,” he says, “with a 
deep-seated desire to work for them- 
selves. They will work harder and be 
more ingenious in so doing.” Thomas 
believes, with many others, that a com- 
pletely noncompetitive society would be 
“dull and stagnant. Within bounds, com- 
petition can be made consistent with an 
over-all principle of mutual aid (among 
individuals) . . . Socialism should try to 
stress competition for the laurel wreath 
rather than the sack of gold . . . But it 
should recognize that material progress 
has been furthered by competition for 
material reward.” 

As for wages, he states: 


It is of primary importance in So- 
cialist plans and action that the least 
well paid of our workers should come 
to understand that the whole answer to 
the problem of poverty does not lie in 
any formula devoted simply to a more 
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WHAT OTHERS THINK 


equitable sharing of the wealth. Even 
in relatively rich America, the answer 
to poverty depends also upon more 
efficient production. 


HOSE economic and social reformers 

who have long used Big Business as 
the whipping boy for all our ills might 
glance at a forthcoming study of the 
Brookings Institution—Big Business in 
a Competitive Society. A summary of 
the study, by economists A, D. H. Kap- 
lan and Alfred E. Kahn, appeared in the 
February issue of Fortune magazine. The 
report explodes some familiar arguments 
against Big Business: the concentration 
of economic power into fewer and fewer 
hands, the monopolistic and exploitative 
nature of giant corporations, the result- 
ing decline of competition, the threat this 
represents not only to the economy but 
to democracy itself. 

The campaign against “bigness” began 
in earnest some fifty years ago under 
Theodore Roosevelt’s administration and 
was the favorite issue of the LaFollette 
progressives. One can find considerable 
American history textbook authority for 
the proposal that Roosevelt was hypo- 
critical and insincere in dealing with the 
trusts. (In spite of an antitrust attitude, 
large-scale combinations multiplied un- 
der his administration.) The new Brook- 
ings study, however, lends support to the 
contention that Theodore Roosevelt may 
have: been wiser than some of his pro- 
gressive friends. It seems clear from the 
evidence presented that American indus- 
try would have been seriously crippled. 

An illustration in the study classifies 
100 of the largest corporations in five 
test periods : 1909, 1919, 1929, 1935, and 
1948. While in all five periods there 
were always 100 “largest” corporations, 
they were not always the same compa- 
nies. Some declined permanently ; others 
declined for a certain period, then climbed 
back to the top. Of the original 100 larg- 
est corporations in 1909, only 36 were so 
classified in 1948, The study continued: 


. . . The companies that have grown 
are those that have been able to con- 
vert technological progress into cus- 
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tomer preferences. Few that have 
stuck to their traditional product lines 
—and none have retained traditional 
methods—have grown in stature either 
within the family of the 100 largest or 
in the economy as a whole. There is 
no reason to believe that those now 
at the top will stay there except as 
they keep fully abreast in the race of 
innovation ; 1.¢., of competition, 


In other words, competition has be- 
come a contest between relatively smaller 
groups of stronger contestants. While 
the report did not go into the utility 
field, its conclusions can be applied, par- 
ticularly to the telephone industry, which 
has seen thousands of farm mutual tele- 
phone companies, operating in 1920, vir- 
tually disappear. Those remaining have 
survived by becoming larger and more 
efficient units. Similar developments in 
the electric industry were complicated by 
Federal government participation in the 
Holding Company Act, but the basic 
trend was undoubtedly the same. 


eb authors of the Brookings study 
state that its purpose has been to 
contribute a balanced view of the rdle 
and net contribution of Big Business. 
They admit there is no scientific way of 
reaching a verdict and that the interpre- 
tation can only be intuitive in method 
and tentative in conclusion: 


In our economy Big Business under- 
takes the major role of co-ordinating 
individual efforts and resources into 
collective achievement. This is a func- 
tion that must be undertaken under 
modern technology, whether under pri- 
vate enterprise or by the state. Big 
Business represents an institutional 
compromise that is one of the most 
distinctive features of American so- 
ciety. 


The conclusion is inescapable that both 
the “bigs” and the “littles” have their 
proper place and their particular tasks 
to perform in the American economy. 
This is apparently just as true for Amer- 
ican business in general as it is for the 
telephone business. 
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The March of 
Events 


In General 


Tax Amortization Hearings 


Py eye interest has been build- 
ing up concerning the hearings 
scheduled by the FPC (slated to begin 
on March 18th) on proper treatment of 
the “fast tax” depreciation certificates 
now held by quite a few gas and electric 
utility companies. A number of state 
commissions already have passed on this 
question, including several which handed 
down rather definite rulings—Michigan, 
Georgia, and Washington, to name three. 
Several have had it under consideration 
—New York, Missouri, and Idaho. Sev- 
eral have indicated, less formally, their 
particular attitudes. But what the FPC 
does will naturally exert considerable in- 
fluence. 

And that is what some of the utility 
tax certificate holders are rather appre- 
hensive about. Informally, there is specu- 
lation that if the FPC should hand down 
burdensome restrictions regarding the so- 
called “tax savings” during the 60-month 
amortization period — whether for ac- 
counting or other regulatory purposes— 
some utilities holding certificates for 
plant expansion under the defense pro- 
gram may simply refuse to exercise their 
options under the Internal Revenue Act 


for the accelerated depreciation for tax 
purposes. 

Both gas and electric company spokes- 
men were slated to show up at the March 
18th hearings. The hearings were called 
to determine “what rules, if any, should 
be promulgated by the commission with 
respect to the treatment of Federal in- 
come taxes, for accounting or rate- 
making purposes, or both, under either 
the Natural Gas Act or the Federal 
Power Act, or both.” 


Roanoke Decision Hailed 


HE Federal Power Commission on 
March 16th won a 6-to-3 decision 
from the U, S. Supreme Court in its long 
battle with the Interior Department over 
issuing hydroelectric licenses. The deci- 
sion in the so-called Roanoke Rapids 
Case will permit the Virginia Electric 
& Power Company to proceed with con- 
struction interrupted by the long litiga- 
tion. There was speculation that the 
Interior Department might withdraw 
opposition to an FPC license issued in 
a parallel case involvi:.g a dam on the 
Kings river in California. 
Justice Frankfurter wrote the major- 
ity opinion, while Justice Douglas wrote 
the dissenting opinion. 


Indiana 


Transit Bill Gets Final Passage 


BILL to prohibit transit rate increases 
without advance public notice was 
given final passage by the state legisla- 
ture recently and sent to the governor for 
signature. 
Affecting any transportation company 
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operating entirely within one county, the 
bill provides that whenever such a com- 
pany files a petition with the state public 
service commission asking increased 
rates, it must also publish notice of filing 
the petition plus the schedule of increased 
rates within two days in a newspaper in 
each city or town affected. 
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Governor Signs Utility Bills 


Pye Craig recently signed into 
state law a bill permitting directors 
of a Rural Electric Membership Corpora- 
tion to renew or make a mortgage to the 
Federal government without holding a 
meeting of the corporation’s entire 
membership. 


Also signed was another measure 
which provides that when city or town 
boundary is extended, the utility serving 
that municipality may acquire by pur- 
chase or condemnation property of any 
Rural Electric Membership Corporation 
located in the newly annexed section of 
the city or town. 


Kentucky 


REA Co-op Ordered to Show 
Cause 


ce state public service commission 
recently directed an REA co-op to 
show how it would be affected by con- 
struction of a power network for the new 
atomic energy plant at Portsmouth, 
Ohio. 

At the same time, the commission’s 
chairman, Robert M. Coleman, took no 
action on East Kentucky Rural Electric 
Co-operative’s motion that the commis- 
sion dismiss Ohio Valley Electric Cor- 


poration’s application to run two trans- 
mission lines across northern Kentucky 
to carry power to the Pike county, Ohio, 
project. 

Ohio Valley, an organization of pri- 
vate utility companies in Michigan, In- 
diana, Kentucky, Ohio, and Pennsyl- 
vania, has a contract with the Atomic 
Energy Commission to supply power to 
the proposed new Portsmouth plant. 

Kentucky members of Ohio Valley 
are Louisville Gas & Electric Company 
and Kentucky Utilities Company. Both 
utilities sell power to East Kentucky. 


Massachusetts 


Transit Legislation 
Recommended 


NACTMENT of legislation to speed up 

fare increase petitions of transit 
companies and to authorize municipali- 
ties to subsidize “marginal” transit op- 
erations which might otherwise be aban- 
doned was recommended this month by 
a special state legislative study com- 
mission. 


> 


Finding the public transport industry 
“in a precarious position,” the commis- 
sion declared that a “more sympathetic 
attitude” should be taken by state and 
other officials to help the industry survive. 

The commission noted that the Boston 
Metropolitan Transit Authority’s rapid 
transit system, even though operated by 
the state, had a $10,000,000 deficit last 
year. 


Minnesota 


City Loses Round ~ 


HE city of Minneapolis on March 

6th lost the first round in its lawsuit 
to have streetcar fares cut back to 15 
cents cash or six tokens for 90 cents. The 
fare is now 20 cents cash or six tokens 
for $1. District Judge D, E. LaBelle de- 
nied a motion by the city to halt operation 
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of the emergency fare increase in effect 
since an order was issued December 23rd 
by the state railroad and warehouse 
commission. 

The court’s recent order will have no 
effect on trolley and bus riders, who will 
continue paying the 20-cent cash fare or 
six tokens for $1. 

As part of Judge LaBelle’s order the 
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Minneapolis Street Railway Company 
must continue giving receipts for cash 
fares and token purchases in event a low- 


er fare is set later. The judge’s ruling 
was an intermediate one and did not af- 
fect the main part of the lawsuit. 


Mississippi 


Tax Ruled Unconstitutional 


N a reversal of a stand it had taken 
previously, the state supreme court 
early this month handed down a 5-to-4 
decision ruling unconstitutional the 


state’s privilege tax on interstate gas 
pipelines. The court held the tax violated 
the commerce clause of the Federal Con- 
stitution. The tax affected eleven inter- 
state gas lines that cross Mississippi 
without serving the state. 


Montana 


Governor’s Veto Sustained 


a house of representatives 
recently sustained Governor Aron- 
son’s veto of a bill which would have re- 
quired any person moving such struc- 
tures as a house, building, or derrick to 
pay for any utility wires or poles cut 
down to clear the way. 


* 
Rhode 


Gas Company Granted Rate Rise 


te Providence Gas Company early 
this month was granted a 9 per cent 
permanent increase in its rates when 
Thomas A. Kennelly, state public utility 
administrator, reversed his order of last 
summer turning down a company ap- 
plication. 

The state supreme court ordered Ken- 
nelly to reconsider his refusal to grant 
a permanent increase of 18 per cent and 


The governor said the measure seemed 
“to be inequitable,” because it “shifts the 
burden of costs” from the “utility com- 
panies to the individual home, farm, and 
ranch owner.” He said railroads are re- 
quired to maintain crossings for public 
use, and “the same principle applies for 
power and telephone lines.” 


Island 


an emergency increase of 9 per cent, The 
_— was made September 5, 
1951. 

When the application for higher rates 
was turned down last July, Kennelly 
said he acted in the belief natural gas 
would be available in Rhode Island in 
late 1952. Since this would be cheaper 
for the company, he said, the rate in- 
creases should be delayed until that time. 
The company appealed the decision to 
the state supreme court. 


Virginia 


City to Raise Gas Rates 


HE Richmond city council recently 

approved rate increases to put the 
gas utility on a profit basis. Utilities Di- 
rector J. Edward Metzger said gas bills 
going out after April 1st would carry the 
new rates. 


Bills charging the higher natural gas 
rates would be less than $1 a month for 
34,000 of the 43,000 gas consumers, 
Metzger said. But 7,000 gas-heating cus- 
tomers would carry most of the burden 
because the rates in their bracket went 
up from 9 cents to 12 cents for each 100 
cubic feet. 
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Accounting Procedures Prescribed for Rapid 
Amortization of Emergency Power Facilities 


HE North Carolina commission is- 

sued instructions to a power com- 
pany as to the procedures to be followed 
with respect to accounting for emergency 
facilities. The company was authorized 
to: 

1. Amortize for Federal income tax 
purposes over a period of sixty months 
that portion of the cost of such facilities 
attributable to defense purposes ; 

2. Provide on its books of account 
for depreciation on properties covered 
by necessity certificates at rates con- 
sistent with those for like property not 
covered by necessity certificates and, 
during the period of amortization of 
such emergency facilities, charge to the 
current provision for Federal Taxes 
on Income in operating expenses and 
concurrently credit “Earned Surplus 
Restricted for Future Federal Taxes 
on Income,” amounts equal to the re- 
duction in Federal taxes on income re- 
sulting from the accelerated amortiza- 
tion of such facilities for Federal in- 
come tax purposes and after expira- 
tion of the effective amortization pe- 
riod, and until “Earned Surplus Re- 
stricted for Future Federal Taxes on 
Income” applicable to specific facilities 
is exhausted or such facilities are re- 


tired from service, charge “Earned 
Surplus Restricted for Future Federal 
Taxes on Income” and credit the cur- 
rent provision for Federal Taxes on 
Income with amounts equal to the in- 
crease in Federal Taxes on Income re- 
sulting from depreciation on the emer- 
gency facilities no longer being avail- 
able for Federal income tax purposes, 
said charges and credits to the current 
provision for Federal Taxes on Income 
in operating expenses shall be made to 
a subdivision of Account 507, Taxes. 


The commission indicated that as to 
any other facilities for which the com- 
pany obtained certificates of necessity 
under § 124A of the Internal Revenue 
Code the same procedures should be fol- 
lowed. 

The company was given the right to 
discontinue the rapid amortization at its 
pleasure. In the event that it elected to 
break off the short-term amortization be- 
fore full depreciation had been taken, the 
commission said, the company should ex- 
clude for tax purposes the amounts al- 
lowable under the necessity certificates 
and return to a normal depreciation al- 
lowance. Ex Parte Carolina Power & 
Light Co. Docket No. E-2, Sub 29, Jan- 
uary 26, 1953. 


7 


Court Action Improper When Telephone Company 
Fails to Publish Directory 


iy: Illinois Appellate Court affirmed 
a lower court decision dismissing a 


representative action by subscribers seek- 
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ing damages against a telephone company 
for failure to publish directories. 
The court ruled that the relief sought 
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by the subscribers was essentially repara- 
tions and not consequential damages. 
Reparation matters are within the prov- 
ince of the commission and not the courts. 

A representative action, the court con- 
tinued, was not proper because the sub- 
scribers were served by different ex- 


changes, with different classes of service 
and rates for varying periods, and clearly 
were not similarly situated so as to give 
each the same right to recover damages 
from the telephone company to the same 
degree. Burke v. Illinois Bell Teleph. Co. 
109 NE2d 358. 


e 


Evidence of Field Price of Gas Admitted in FPC 
Rate Proceeding 


HE Federal Power Commission 

denied an appeal from rulings of a 
presiding examiner admitting, in a rate 
proceeding, evidence pertaining to the 
weighted average field prices and the so- 
called fair field price of natural gas. The 
commission concluded that the evidence 
should remain in the record for consid- 
eration in the ultimate decision of the 
proceedings. But it added: 


We desire to make it clear, however, 
that at this time we decide no more 
than that the evidence should remain 
in the record. This evidence, like all 
other in the record, must be evaluated 


and weighed in the light of the provi- 


sions of the Natural Gas Act, at the 
time of final decision of the issues 
raised and the arguments made by the 
parties. 


Chairman Buchanan and Commission- 
er Doty dissented. Chairman Buchanan 
said that the question posed before the 
commission was precisely the same 
question that was before it in Pittsburgh 
v. Pittsburgh & W. V. Gas Co. (1948) 
76 PUR NS 65. In that proceeding the 
commission had upheld the decision of 
a presiding examiner rejecting evidence 
as to field prices of natural gas. Re Pan- 
handle Eastern Pipe Line Co. Docket 
Nos. G-1116 et al. February 9, 1953. 


e 


Sale of Transit Property by Subsidiary for Less Than Net 
Book Value Approved 


HE Securities and Exchange Com- 

mission approved the sale, by a non- 
utility subsidiary, of its passenger trans- 
portation properties to a nonaffiliated 
transit company, although the sale would 
result in a substantial book loss and 
earned surplus deficit. The commission’s 
experience with sales of transit proper- 
ties indicated that such properties quite 
commonly are sold for substantially less 
than net original cost, particularly where 
a considerable portion of the facilities are 
streetcars and tracks which are likely to 
be retired and replaced with busses or 
trackless trolleys. 

Numerous efforts had been made dur- 
ing the past six years to dispose of these 
transit facilities but no firm purchase offer 
except the present offer had been re- 
ceived. Negotiations for the present sale 
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were carried on through arm’s-length 
bargaining. The purchasers were in no 
way associated with any of the compa- 
nies in the holding company system or 
with any officer or director of any such 
companies. The commission concluded 
that the consideration was fair and rea- 
sonable in view of the fact that the sale 
reflected the best, and in fact the only, 
offer which the management of the com- 
pany had been able to obtain. 

It was claimed that the commission had 
no jurisdiction over the sale because it 
had not ordered the disposition of the 
properties and the sale had not been pro- 
posed as a plan under § 11 (e) of the 
Holding Company Act. The commission 
rejected this claim and assumed jurisdic- 
tion. The passenger transportation busi- 
ness had no operational relationship to 
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the utility business of the holding com- 
pany system. Accordingly, the commis- 
sion held the proposed divestment of the 
transportation properties and the related 
transactions constituted a program with- 
in the meaning of § 11 (e) for accom- 
plishing a result required by § 11 (b). 
A stockholder of the holding company 
claimed that it would be in the best in- 
terests of the holding company’s stock- 
holders if the capital stock of the sub- 
sidiary were to be distributed to them in 
lieu of the proposed sale. The commis- 
sion held that since it had not found the 
proposed sale price to be unreasonable, 
there could be no valid objection to the 
sale. There were no problems of alloca- 
tion involved in the divestment. There- 
fore, the choice of method was held to be 
basically one of business judgment with 
respect to what course was most likely 
to prove profitable to the holding com- 
pany’s stockholders. The Holding Com- 
pany Act leaves such a choice to man- 
agement in the absence of an indication 
that the choice of method of compliance 


with the act is so manifestly contrary to 
the interest of the stockholders as to war- 
rant the commission’s substituting its 
judgment for theirs. 

Apart from the adequacy of the con- 
sideration to be received, there were other 
immediate benefits which would inure to 
the stockholders. The holding company 
and its subsidiary companies proposed to 
join in the filing of a consolidated Federal 
income tax return. They would be entitled 
to tax reductions by reason of the loss 
realized from the sale of the passenger 
transit facilities. These reductions would 
have the effect of making cash available to 
the holding company system. Thus both 
the holding company and its subsidiary 
would, in effect, realize additional 
amounts as a result of the proposed sale, 
although the commission’s conclusions as 
to the reasonableness of the consideration 
to be received were admittedly arrived at 
without regard to the tax savings. Re 
Milwaukee Electric Railway & Trans- 
port Co. et al. File No. 70-2948, Release 
No. 11641, December 24, 1952. 


e 


Should Parent Company’s Tax Savings on Consolidated 
Return Benefit Local Company? 


HE Maryland commission, in deter- 

mining temporary rates for a tele- 
phone company, gave consideration to 
savings which would have been effected 
by the company under an appropriate 
equity and debt capital structure. The 
rates approved permitted the company to 
earn a return of about 5.8 per cent on 
its rate base. 

A claim by people’s counsel and a pro- 
testing municipality that tax savings ef- 
fected by the company’s parent in filing a 
consolidated return should result in sav- 
ings to the local company was rejected 
by the commission because of the diffi- 
culty of requiring the parent to pay the 
local company any portion of the savings. 


Commissioner Davis, in a dissenting 
opinion, conceded the majority’s position 
but suggested this alternative: 


If the parent company refuses to 
give its subsidiary any part of the bene- 
fits which it receives by virtue of a 
consolidated return, it would be en- 
tirely proper for this commission to 
fix such a rate of return to the sub- 
sidiary as would withhold from the 
parent the full benefit of a return on its 
stock to which it would otherwise be 
entitled. 


Re Chesapeake & P. Teleph. Co. Case 
No. 5257, Order No. 49685, January 
23, 1953. 


& 
Service Obligation Not Affected Solely by Profit Factor 


Te New York commission author- 
ized an electric company to exercise 
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a franchise in a town entirely surrounded 
by the company’s existing service terri- 
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tory. The town was the only portion of 
the area in which there was not an elec- 
tric franchise and it would not be eco- 
nomically feasible for any other company 
to serve the territory. 

It would be necessary for the company 
to erect a distribution system as well as 
to strengthen its existing feeders to the 
boundary of the town. Much of the latter 
work would be desirable to give existing 
customers good service. The commission 
said that considering the investment and 
maintenance, it might be argued, at least 
in the initial period, that the exercise of 
the franchise would not result in a pro- 
ductive source of revenue, The availabil- 
ity of electricity would, however, unques- 
tionably aid in area development. 

The commission held that the question 
of economic feasibility of service in a spe- 
cific locality considered by itself should 


not be controlling. The commission said: 


We think that any electric utility has 
the responsibility of serving customers 
in its own territory or territory which 
logically belongs to it, as in the present 
case where the town is entirely sur- 
rounded by the franchise territory of 
Niagara Mohawk. Prospective utility 
customers should not be given or re- 
fused service solely because of the 
judgment of utility officials as to 
whether prospective utility business 
will or will not, judged by itself, be 
profitable. This state is rightfully proud 
of a policy which was first adopted by 
the legislature in 1930 of aiding rural 
areas in obtaining electricity from pri- 
vately owned utilities. 


Re Niagara Mohawk Power Corp. Case 
16077, February 10, 1953. 


e 


Natural Gas Companies Merge to Effect Savings and 
Rate Reductions 


ep merger of two natural gas com- 


panies was authorized by the New 
York commission where it would result 
in some decreases of current gas bills and 
tend to prevent further increases even if 
the Federal Power Commission should 
permit increased rates by wholesale sup- 
pliers. The merger presented other ad- 
vantages, such as the ability of the larger 
company to finance on more advantageous 
terms and the savings which would result 
from removal of duplication of manage- 
ment. 

The increased use of gas coming from 
sources outside of the state made it in- 
creasingly desirable, in the interest of 
continuity of supply, for the pooling of 


gas resources over the broadest possible 
territory, The combination of the gas re- 
sources of these two companies afforded 
the prospect of greater assurance of sup- 
ply. 

Under the present type of rate pre- 
scribed by the Federal Power Commis- 
sion, the combination of billings, plus the 
ability to reduce the demand charge by 
reason of the greater diversity of the ter- 
ritory and the use of combined stand-by 
facilities for peak shaving, afforded an 
opportunity to reduce the price paid by 
a combined company below that which 
would be paid by each as a separate en- 
tity. Re Rockland Gas Co., Inc. Case 
15786, December 17, 1952. 


e 
Original Cost Preferred to Present Fair Value Rate Base 


HE Wyoming commission allowed 

a telephone company to make higher 
rates effective. One of the specific 
changes approved in the tariff was an 
increase in the pay station rate from 5 
to 10 cents. 
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In an earlier proceeding (89 PUR NS 
341, February 24, 1951), the commis- 
sion had set forth its views on the com- 
pany’s rates in some detail and in the 
instant proceeding recommended a re- 
reading of the earlier opinion. 
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The commission indicated that when 
rates believed to be inadequate at the 
time of their approval become inadequate 
in a short period, the company’s addi- 
tional revenue requirements are best pro- 
vided for by a change in the rate of re- 
turn rather than by the adoption of a 
different rate base. The company’s con- 
tention that a rate base should be adopted 
which gives some recognition to present 
value, or the fair value of the property 
as shown in an engineering study intro- 
duced in evidence, was rejected by the 
commission. It adopted an average net 
investment rate base, 

License contract payments to the com- 
pany’s parent of one per cent of gross 
revenues and payments to an affiliated 
supplier for equipment were allowed as 
operating expenses, 

The company’s estimate of future 


revenues was accepted when no evidence 
to the contrary was introduced. The 
commission noted that in the past it 
had accepted company estimates and in 
retrospect appeared justified in doing so. 
The estimates were based on the present 
scale of wages, taxes, and prices and 
reflected fully the results of a newly in- 
stalled dial operation. 

The new rates would provide a return 
of 6.89 per cent, which the commission 
considered adequate to service the com- 
pany’s debt, pay reasonable dividends, 
and provide a reasonable amount for 
supplies. 

A hypothetical capital structure con- 
sisting of 38 per cent debt and 62 per 
cent equity capital was recommended for 
the company’s consideration. Re Moun- 
tain States Teleph. & Teleg. Co. Docket 
No. 9222, January 12, 1953. 


7 


Reproduction Cost Consideration Not Mandatory 


A DETERMINATION of a water com- 
pany’s rate base predicated on re- 
production cost new, says the Connecti- 
cut commission, is not mandatory. There 
is no provision of law requiring adoption 
of such method. 

The result reached, not the method 
employed, is controlling, 

The company proposed to charge 
meter rate customers one rate and fixture 
tate customers another rate until con- 
version to meters had been accomplished. 
The proposal was disallowed as being 
discriminatory. The fixture rate cus- 
tomers would receive the benefit of un- 
limited consumption of water. 

An amended schedule of rates was ap- 
proved. Rates under the amendment 
were 25 per cent greater for fixture pa- 
trons but would correspond approxi- 
mately to meter rates. The commission 
observed that revenue from fixture rate 


patrons converted to meters was 10 per 
cent greater than from meter rates, due 
to the fact that the level of meter rates 
was lower, and a 10 per cent increase in 
fixture rates would bring such rates up 
to meter rates, This would encourage 
metering and was not discriminatory. 

A proposal to lower the percentage 
contribution of fire protection service 
was denied. To lower the existing 6.1 
per cent contribution to the company’s 
gross revenues, said the commission, 
would be contrary to sound rate-making 
principles as such a contribution would 
be too low. 

Modified rates that would enable the 
company to meet existing security obli- 
gations, attract additional capital on fair 
and reasonable terms, and yield a return 
of 5.11 per cent were considered fair and 
reasonable. Re Seymour Water Co. 
Docket No. 8721, December 31, 1952. 


€ 


Other Important Rulings 


won Oregon Supreme Court held that 
a commission finding, which stated 


generally that rates prescribed for a rail- 
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road’s shipment of logs were sufficient, 
did not sustain the rate order where no 
detailed findings as to the allocation of 
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the railroad’s indirect costs to its inter- 
state business, which consisted almost ex- 
clusively of lumber shipments, were made 
to its intrastate business, which consisted 
almost exclusively of log shipments. 
Valley & Wiletz R. Co. v. Flagg et al. 
(1952) 247 P2d 639. 


The New York commission authorized 
an electric company, which had acquired 
the works and system of another electric 
company, to exercise a franchise in the 
territory formerly served by the latter 
company where it resulted in a material 
reduction of electric rates. Re Niagara 
Mohawk Power Corp. Case 16064, Feb- 
ruary 10, 1953. 


Authority to abandon railroad passen- 
ger service and passenger stations on a 
sparsely used branch line was granted by 
the Massachusetts Department of Public 
Utilities, even though freight operations 


were profitable, because the burden on 
freight shippers through increased rates 
based on increased costs was sufficiently 
heavy to entitle shippers to relief from 
subsidization of passenger service where, 
as here, there would be no substantial 
prejudice to public interest. Re Boston 
& A. R. Co. et al. DPU 10200, Janu- 
ary 22, 1953. 


The New Jersey Board of Public Util- 
ity Commissioners dismissed a petition 
for an order requiring a railroad to re- 
move an obstruction preventing the use 
of what it claimed to be a private cross- 
ing at grade, maintained by it solely for 
access to its property, on the ground that 
the question of whether or not the private 
crossing has, through adverse user, be- 
come public can be determined only by a 
court of competent jurisdiction. Pequan- 
nock v. Erie R. Co. Docket No. 7211, 
February 4, 1953. 
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Re Union Light, Heat & Power 
Company 


Cases Nos. 2001, 2002 
January 3, 1953 


PPLICATION for authority to increase gas and electric rates; 
A authority denied. 


Revenues, § 5 — Account transferred to parent company. 

1. Revenues incident to service pursuant to an account which an electric 
company had transferred to its parent corporation were included in the 
electric company’s revenues for rate-making purposes where the service, 
since the transfer of the account, had been rendered through substantially 
the same facilities (leased to the parent company for the purpose of this 
service), where the electric company was owned substantially by the par- 
ent company and the principal officers of the two corporations were identical, 
where the customer was located in an area otherwise served entirely by the 
electric company, and where the parent company served no other customer 
in that area, p. 37. 


Revenues, § 10 — Interest during construction. 
2. Interest charged during construction and later capitalized in plant ac- 
counts was included in a gas and electric company’s revenues for rate- 
making purposes, where the company’s various rate bases had included plant 
under construction, p. 38. 


Expenses, § 39 — Gas company — Cost of supply. 
3. A gas company’s increased cost of gas purchased, pending final determina- 
tion of the reasonableness of wholesale rates by the Federal Power Commis- 
sion, was allowed as an operating expense where the company was actually 
paying the increased wholesale rates for purchased gas and the rates were 
in effect under bond and subject to refund, p. 38. 


Expenses, § 91 — Rate case expenses — Unsuccessful litigation. 
4. Rate case expenses should be borne by the stockholders rather than the 
ratepayers where proposed rates have not been justified and there is no merit 
for a request for a rate increase, particularly where claimed rate case ex- 
penses are completely out of proportion with the other factors in the case, 
p. 38. 


Expenses, § 114 — Income tax. 
5. A gas and electric company’s tax savings resulting from the loss sustained 
in water operations should be eliminated from gas and electric operations 
for rate-making purposes, where the Commission is passing solely upon an 
application for authority to increase gas and electric rates, since the tax 
savings are assignable solely to the water operations, p. 40. 


Expenses, § 46 — Charitable contributions. 
6. Charitable contributions were disallowed as operating expenses of a 
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gas and electric company for rate-making purposes on the theory that such 
contributions should be made on behalf of the owners or stockholders 
of the company rather than the ratepayers, p. 40. 


Valuation, § 296 — Working capital allowance — Delayed payment factor. 
7. An allowance for cash working capital should not be made in fixing the 
rate base of a gas and electric company where a large part of the company’s 
operating expenses are caused by wholesale purchases of gas and electricity 
which are paid for subsequent to the receipt of such services, p. 45. 


Valuation, § 299.1 — Working capital allowance — Tax accruals. 
8. No allowance should be made for cash working capital when a company 
accrues large sums for the payment of taxes in advance of their due date 
and such sums are available for the general conduct of its business, p. 45. 


APPEARANCES: 

For the applicant: Floyd C. Wil- 
liams, Peck, Shaffer & Williams, Cin- 
cinnati, Ohio, General Counsel; Cal- 
vin S. Weakley, Cincinnati, Ohio; 
Walter FE. Beckjord, Cincinnati, 
Ohio; Stephens L. Blakely, Blakely, 
Moore & Blakely, Covington, Counsel. 

For the protestants: Hon. E. H. 
Henry, City Solicitor, Covington; 
Hon. R. S. Bryson, Assistant City 
Solicitor, Covington; Hon. Charles 
Whittle, for Northern Kentucky Util- 
ities District, Brownsville; Frank V. 
Benton, Sr., Benton, Benton & Lue- 
deke, General Counsel for Newport 
Steel Corporation ; James M. Honaker, 
Special Counsel for Newport Steel 
Corporation, Frankfort; Stanley L. 
Chrisman, City Solicitor, city of 
Covington; Fred Warren, City So- 
licitor, city of Newport; Sylvester J. 
Wagner, Kentucky State Senator, 24th 
District; Morris W. Weintraub, At- 
torney and Member of House of Rep- 
resentatives, 63rd District ; Honorable 
Fred Fox. 

For the Commission: J. Gardner 
Ashcraft, Assistant Attorney General. 


By the Commission: This is a pro- 
ceeding before the Public Service Com- 
mission by the Union Light, Heat and 
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Power Company (hereinafter referred 
to as Union) to determine whether 
the present or proposed rates of Union 
are fair, just, and reasonable. Union 
is substantially a wholly owned subsid- 
iary of Cincinnati Gas and Electric 
Company with the latter company 
holding over 98 per cent of Union’s 
outstanding capital stock. The com- 
pany renders electric service in Ken- 
ton, Campbell, Boone, Grant, and 
Pendleton counties and gas service in 
Kenton, Campbell, and Boone counties, 
all in northern Kentucky. 


This company has been before the 
Commission in this proceeding for over 


three years. In 1949, the Commission 
commenced negotiations with Union 
looking toward a possible reduction in 
the rates which they were charging for 
gas and electric service. While these 
negotiations were still pending, Union 
filed what it termed a “Notice to the 
Commission of Adjustment of Rates” 
for both its gas and electric service. 
This notice provided for substantial 
increases to be made effective upon 
approval of this Commission. 

On the same date on which this 
application was filed, January 1, 1950, 
the company filed a motion that it be 
granted six months in which to prepare 
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for hearings on this matter. This mo- 
tion was denied. 

Following the denial of its motion, 
Union filed a petition for rehearing and 
this was granted by order dated March 
22, 1950. Following the rehearing, 
the Commission set aside its order of 
February 15, 1950, and entered an 
order directing the company to pro- 
ceed to a hearing on June 6, 1950. 
The Commission further provided 
that : 

se from an examination and 
study of the monthly and annual re- 
ports filed by the Union Light, Heat 
and Power Company with this Com- 
mission, it appears that there may be 
reasonable grounds for an investiga- 
tion of the reasonableness of its present 
rates and tariffs. 

“It is, therefore, ordered that an in- 
vestigation be entered into of the rates, 
rulings, and practices of the Union 
Light, Heat and Power Company and, 
that a public hearing be held relative 
thereto in the offices of the Commission 
in the city of Frankfort, Kentucky, on 
the 6th day of June, 1950, at 10:30 
A.M., at which time and place any per- 
son interested may appear and present 
such evidence as may be proper in the 
premises. ; 

“Notice is also given to all the mu- 
nicipalities, cities, and towns in the 
state of Kentucky receiving gas or 
electric service from this company. 
And, proceedings on this show cause 
order and also the application of the 
company to increase its rates are here- 
by set and continued for a hearing at 
the hearing room of this Commission 
upon the date above set out to wit: 
June 6, 1950, at 10:30 a.m.” 


Following these hearings at which 
time the company presented its evi- 


dence, the case lay dormant in the 
files of the Commission and the record 
fails to disclose any request for further 
action by any party to this proceeding. 
The case was not revived until more 
than two years after its original filing 
when the company filed a supplement 
to its application and notice to the 
Commission of adjustment of rates on 
February 5, 1952. 

It is interesting to note that during 
this period the company alleges to have 
sustained substantial increases brought 
about by the general rise in the cost 
of living, but the notice filed on Feb- 
ruary 5, 1952, requests the same ad- 
justments in rates as proposed in the 
filing two years earlier. Indeed, the 
notice states that the following in- 
creases occurred: 

“1. Since January, 1950, when pro- 
posed rates were filed, wage rates have 
increased about 9 per cent and nego- 
tiations for new wage rates are immi- 
nent. 

“2. Effective January 1, 1952, the 
effective Federal income tax rates re- 
sulting from rates prescribed in the 
1951 Revenue Act will be over 35 
per cent higher than the effective rate 
in 1949. 

“3. On February 17, 1952, compa- 
ny’s cost of natural gas supplied is to 
be increased in an amount of approxi- 
mately $600,000 or 23 per cent on an 
annual basis, due to higher rates filed 
with FPC by suppliers. 

“4. Applicant’s investment in gas 
facilities has increased $778,000 since 
January 1, 1950. 

“5. Although gross gas revenues 
have increased since 1949, net operat- 
ing revenue will be substantially less 
because of the increase in cost of gas 
purchased, higher tax rates, higher 
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labor cost, etc., despite the fact that 
$778,000 more has been invested in 
plant, with the result that the company 
is earning no return on this additional 
investment. 

“6. Applicant’s investment in elec- 
tric facilities has increased $2,300,000 
since January 1, 1950. 

“7. Although gross electric revenues 
have increased since 1949, there will 
be practically no increase in net operat- 
ing revenue (even though the Federal 
electrical energy tax is eliminated) be- 
cause of the increases in Federal in- 
come tax rates, higher labor cost, etc., 
despite the fact that $2,300,000 more 
has been invested in plant, with the 
result that the company is earning 
practically no return on this additional 
investment.” 

The company in its notice departed 
from the method of procedure used in 
its original filing and instead of making 
the rates effective after approval by 
the Commission now proposed to make 
the increased rates applicable for serv- 
ice rendered after March 1, 1952. By 
order dated February 18, 1952, the 
Commission suspended the proposed 
rates for a period of 120 days but pro- 
vided therein that if the company chose 
to make their rates effective in spite 
of the suspension, as they then had 
a right to do, that they should post 
bonds in the total amount of $350,000. 
These bonds were subsequently filed 
and approved. 

On February 26, 1952, an individual 
consumer of Union Company filed a 
motion to prohibit Union from col- 
lecting the increased rates. The basis 
for this motion was that Union had 
failed to comply with the legal rules 
and regulations of the Commission in 
its notice of February Sth. After the 
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hearing on this motion, the Commis- 
sion concluded that the rules and reg- 
ulations had not been complied with 
and the order of February 18th au- 
thorizing the company to make their 
rates effective was set aside. 

The company then refiled its notice 
on March 5, 1952. Prior to this filing, 
Senate Bill 131, now Chap 46 of the 
Legislative Acts of Kentucky amend- 
ing §§ of 278 Kentucky Revised Stat- 
utes, was enacted by the general as- 


sembly and became law on March 5, J 


1952, pursuant to the emergency clause 
contained therein. This bill provides, 
in so far as it is pertinent here, that 
the Commission has the power to sus- 
pend rates absolutely for a period of 
five months with no right of the utility 
to make those rates effective under 
bond. 

The Commission took the position 
that the filing of March 5th was gov- 
erned by the law applicable at that 
time, i.e., the aforementioned Chap 
46 and suspended the proposed rates 
of Union for five months from and 
after March 27, 1952, the date when 
they would overwise have become ef- 
fective. Union appealed from this 
order as well as from the order of 
February 29th in which the Commis- 
sion held that Union had failed to 
comply with the rules and regulations 
of the Commission. The legality of 
the Commission’s action in these two 
instances is now pending before the 
court of appeals. Notwithstanding the 
orders of the Commission Union has 
been collecting its proposed rates since 
March 1, 1952. 

Following these developments, this 
matter came on for hearing on the mer- 
its of the issues involved on April 
2, 1952. Subsequent hearings were 


en es 


ills Ric * Ts lane 





+ 1951. 


RE UNION LIGHT, HEAT & POWER CO. 


held on June 25th, September 23rd, 

December 10th, and December 30th. 
The Newport Steel Corporation and 

the Northern Kentucky Utilities Dis- 


trict representing the patrons in the - 


cities and towns of northern Kentucky 
intervened and actively participated in 
these proceedings. 


Test Period 


At the hearing on April 2, 1952, 
Union presented evidence relative to 
Zits operations for the calendar year 
Numerous requests for addi- 
tional information by the staff of the 


’ Commission were furnished and the 


Gstaff and also certain protestants 
J presented evidence relative to Union’s 


Moperations during the calendar year 


1951. At the hearing held on Decem- 
#ber 10, 1952, Union sought to intro- 
duce certain additional information 
] relative to its operations for the twelve 
months ending October 31, 1952. Al- 
though this evidence was admitted to 
ithe record and has been considered 
by the Commission, it was found to be 
not in sufficient detail for the Com- 
mission to use it as the sole period 
for testing the rates sought. The latest 
4] monthly report of the company, the one 
§ for October, 1952, was admitted in evi- 
J dence and considered by the Commis- 
} sion in determining the reasonableness 
of the rates. 

| For this reason the Commission will 
j use the latest complete period avail- 
able adjusting it to reflect certain 
| known changes in the company’s op- 
erations that occurred subsequent to 
) that time. The calendar year 1951 will 
| therefore be used to test the reasonable- 
} ness of the rates sought. 


Operating Revenues 
During the year 1951, Union’s gross 
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operating revenues were in the amount 
of $4,500,707 for its gas operations 
and $5,080,927 for its electric opera- 
tions. 

[1] The record discloses, however, 
that in October, 1950, the electric ac- 
count of the Newport Steel Corpora- 
tion, a large industrial customer of 
Union’s located in Kentucky, was 
transferred to the parent company, 
Cincinnati Gas and Electric Company. 
Service has been rendered subsequent- 
ly through substantially the same facil- 
ities that service had been obtained 
from Union, these facilities being 
leased to the parent company for this 
purpose. 

The Commission’s staff witness esti- 
mated that had this customer been 
served by Union during 1951, Union’s 
gross revenues would have been in- 
creased by some $2,128,475, which, 
with related increase in operating ex- 
pense of some $2,065,036, would have 
produced an annual increase in net op- 
erating revenues of some $63,439. 

It also appears that Union is owned 
substantially by the Cincinnati Com- 
pany and it appears that the principal 
officers, at least, of the two corpora- 
tions are identical. It is also signifi- 
cant to note that the transfer of this 
large customer, in fact, Union’s largest 
single customer, to the parent corpora- 
tion came coincident with the filing of 
this rate case. This customer is located 
in Kentucky, in the area otherwise 
served entirely by Union. The Cincin- 
nati Company serves no other cus- 
tomer, than the Union, in Kentucky. 

For these reasons and because of the 
corporate relationship of the two util- 
ities the Commission will consider, for 
purposes of review of Union’s opera- 
tions for rate-making purposes, that 
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regardless of its nominal disposition, 
this customer is rightfully Union’s cus- 
tomer and the revenues and expenses 
incident to providing the service should 
be incorporated with Union’s. 

[2] Another item that must be con- 
sidered is interest charged during con- 
struction. This is the interest that the 
utility charges on its investment in 
plant under construction and which is 
later capitalized in the plant accounts. 
Inasmuch as the various rate bases 
considered have included plant under 
construction, this item will be consid- 
ered as an income item in testing the 
proposed rates. For the test period, 
this item was $5,600, of which $4,700 
was assignable to the electric opera- 
tions, and the balance to the water 
operations. 

The operating revenue items as con- 
sidered by the Commission may be 
summarized as follows: 

Gas Electric 
Operations Operations 


Operating Revenues .. $4,500,707 $5,080,927 
Newport Steel Reve- 
2,128,475 


nues 7 ‘ 
Interest During Con- 

ees 4,700 
$4,500,707 $7,214,102 


struction ...... 





Operating Expenses 


For the calendar year 1951, Un- 
ion’s operating expenses were in the 
amounts of $4,079,168 for its gas op- 
erations and $4,656,689 for its electric 
operations. Inasmuch as rates are 
being considered for future operations 
of the utility, it is necessary to make 
certain adjustments to these actual op- 
erating expenses in order to review 
them in the light of current conditions. 

Certain of the adjustments suggested 
by Union in its testimony do not ap- 
pear to be in controversy. These are 
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increased wages not fully reflected in 
the test period which increase the ex. 
penses for gas operations 
amount of $58,274 and for electric 
operations in the amount of $84,912, 
postage for mailing bills which in- 
creases gas expenses some $3,521, and 
electric expenses some $3,708, and a 
saving of some $108,686 in electric 
expenses due to elimination of the Fed- 
eral electrical energy tax. The Com- 
mission is of the opinion that these 
adjustments are proper. 

[3] Union’s cost of gas purchased 
is subject to an estimated annual in- 
crease of $423,474 pending final deter- 
mination by the Federal Power Com- 
mission. Inasmuch as Union is now 
paying these increased rates for its pur- 
chased gas, the rates being in effect 
under bond and subject to refund, the 
Commission will consider this in- 
creased cost. The rates for gas service 
as found to be fair, just, and reason- 
able in this opinion will be prescribed 


as interim rates, to be subject to re-§ 


vision in the event a refund is finally 
ordered by the Federal Power Com- 
mission. 

[4] Union suggested an adjust- 
ment to reflect increased regulatory 


Commission expense based upon the § 


full assessment permitted by the Ken- 
tucky Statutes. The Commission is 
of the opinion that the regulatory 
Commission expense actually assessed 
against Union on its 1951 gross rev- 
enues should be related to the test pe- 
riod under consideration. This assess- 
ment resulted in an increase in gas 
expense of some $1,160 and a decrease 
in electric expense of some $57. 


The company claims as an operating 
expense the cost of preparing and pre- 
senting this rate case in the amount 
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of an estimated $210,404. The Com- 
mission is of the opinion that all but 
$75,000 of this amount should be dis- 
allowed. A number of reasons call 
for this decision. 

Union has failed to justify its need 
for higher rates. Indeed, only after 
three years of sustaining increased 
labor and gas supply costs, income tax 
increases from 38 per cent to 52 per 
cent, and other incidental increases, is 
it able to justify the rates which it was 
charging prior to the filing of January 
4,1950. There is ample authority to 
support the proposition that when pro- 
posed rates have not been justified, 
where there is no merit in the request, 
then rate case expense should be borne 
by the stockholders and not the rate- 
payers. Mamaroneck v. New York 
Interurban Water Co. (1925) 126 
Mise 382, 212 NY Supp 639; Peo- 
ples Nat. Gas Co. v. Public Utility 
Commission (1943) 153 Pa Super Ct 
475, 51 PUR NS 129, 34 A2d 375; 
Scranton-Spring Brook Water Serv- 
ice Co. v. Public Service Commission 
(1935) 119 Pa Super Ct 117, 14 
PUR NS 73, 181 Atl 77. The follow- 
ing Commissions have also enunciated 
sich a rule: California, Illinois, In- 
diana, Ohio, Maryland, and Virginia. 


Other reasons also exist which jus- 
tify the disallowance. The company, 
in its brief at page 1 and in opening 
statement of counsel (transcript of 
June 6, 1950, page 72), states that 
“The importance of the matters pres- 
ently to be presented is not in the first 
instance the rates presently charged or 
sought to be charged by the company, 
but the basis or formula by which such 
rates are determined.” This then is 
not a proceeding in the first instance 
to secure adequate rate in which the 


utility and the customer have an inter- 
est but it is a test case to establish an 
interpretation of the Kentucky Stat- 
utes governing utilities. 

A final reason for refusing to allow 
this item is that it is completely out of 
proportion with the other factors in 
the case. The amount of property in- 
volved, the size of the company with 
regard to its operation, the rate relief 
requested, and the need for relief at 
the time of filing are all to be con- 
sidered in determining the propriety 
of the expense incurred in presenting 
acase. Indeed, rate case expense here 
amounts to one-fourth of the rate re- 
lief requested by the company. For 


these reasons the Commission feels 
justified in requiring the stockholders 
rather than the ratepayers to bear the 
costs of this proceeding in excess of 
$75,000. The Commission is further 
of the opinion that five years is a rea- 
sonable period over which this charge 


should be amortized. Accordingly, an 
allowance of $15,000 is made in the 
operating expense of the company for 
the test period. Apportioning this 
amount to gas and electric operations 
on the basis of the total estimated ex- 
penditures we have $6,838 assignable 
to gas operations and $8,162 assignable 
to electric operations. 

After eliminating the amounts of 
rate case expense actually charged to 
operating expenses during the test 
year, $20,811 for gas operations and 
$24,968 for electric operations, we find 
that the net adjustment results in a 
decrease of $13,975 for gas and $16,- 
806 for electric operating expenses. 

Inasmuch as Newport Steel’s elec- 
tric revenues have been considered as 
operating revenue, the corresponding 
expense must also be considered. 
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From the staff’s testimony we deter- 
mine that the electric expenses, exclud- 
ing income taxes, must be increased 
by the sum of $1,993,146 for this item. 


[5] Several adjustments are neces- 
sary for Federal and state income 
taxes. The gas and electric operations 
receive the benefit of certain tax sav- 
ings due to the loss sustained in Un- 
ion’s water operations. Inasmuch as 
we are considering the gas and electric 
operations alone in these cases, the 
Commission is of the opinion that these 
tax savings should be eliminated from 
the gas and electric operations inas- 
much as they are assignable solely to 
the water operations. Income taxes 
must also be adjusted to fully reflect 
the current Federal income tax rate of 
52 per cent, to reflect certain tax sav- 
ings due to increased bond interest on 
bonds issued October 1, 1951, and to 
reflect the changes in operating ex- 
penses due to the other operating ex- 
pense adjustments herein found prop- 
er. The sum of these tax adjustments 
reduce gas expenses by some $217,887 
and increase electric expense by some 
$107,730. 

[6] The Commission has rejected 
all other adjustments suggested by 
Union. One of these adjustments is 
the reclassification of donations from 
Miscellaneous Income Deductions, a 
“below the line” charge, to operating 
expense. The Uniform System of Ac- 
counts as prescribed by this Commis- 
sion .provides that this item shall be 
a deduction from miscellaneous in- 
come. This is done on the theory that 
any charitable contributions which this 
company desires to make should be 
made on behalf of the owners or stock- 
holders of the company and not the 
ratepayers. 
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Another adjustment is a proposed 
increase in wholesale power purchased 
from the parent company, Cincinnati 
Gas and Electric Company. This mat- 
ter is subject to the jurisdiction of the 
Federal Power Commission, and inas- 
much as the proposed rate has not 
finally been determined, nor is it cur- 
rently in effect, the Commission is of 
the opinion that that matter should 
be properly considered at a future date 
if it should become effective and not 
at this time. 

Another adjustment suggested re- 
lated to rental expense to be paid at 
some future date by Union for use of 
a building now under construction for 
the parent company in Cincinnati. 
These proposed increased rents are not 
now being paid and the actual comple- 
tion date of the building appears to be 
uncertain. This is another item that 
the Commission finds would be prop- 
erly considered at a future date when 


the utility is actually confronted with § 


the expense. 

Union also suggests an adjustment 
in its annual provision for deprecia- 
tion based upon its plant in service 
at the end of the test period, rather 
than actual depreciation expense in- 
curred during the period. The Com- 
mission is of the opinion that the actual 
depreciation expense incurred during 
the test period is proper to use in this 
case in view of our findings relative 
to use of average plant figures for the 
test period. 


For the purpose of this case, and 
for reasons set out later in this opinion, 
the amortization of the plant acqui- 
sition adjustment in the amount of 
$41,904 has been considered as an op- 


erating expense. The operating ex- 
penses for the test period as considered 
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by the Commission may be summa- 
rized as follows, parentheses indicating 
negative amounts : 


Gas Electric 
Operations Operations 
Actual Operating Ex- 
penses, per Books .. $4,500,707 $5,080,927 
Adjustments : 
Regulatory Commis- 
sion Expense 
Purchased Gas 
Increased Wages .... 58,274 
Postage Costs 3,521 4 
Rate Case Expense .. (13,973) (16,806) 
Federal Electrical Tax 108, 
Newport Steel Ex- 
1,993,146 


penses 
107,730 


1,160 
423,474 


Federal and State In- 
come Taxes 

Amortization of Plant 
Acquisition Adjust- 


(217,887) 





$4,333,737 $6,762,540 


Rate Base 


Having determined the adjusted net 


operating income, we will view it in 
Mthe light of the properties devoted to 


rendering the service. Chapter 46 of 
the Legislative Acts of Kentucky 
which was enacted by the General As- 
msembly and became law on March 5, 
1952, sets out the following mandate 
for the Commission : 

“In fixing the value of any prop- 
ety under this subsection, the Com- 
mission shall give due consideration 
to the history and development of the 
utility and its property, original cost, 
ost of reproduction as a going con- 
tern, capital structure, and other ele- 
my ments of value recognized by the law of 
the land for rate-making purposes.” 
™ The Commission generally has re- 

ted the average of a utility’s invest- 
ment in property to its actual operating 
experience for a given test period for 
@the purpose of testing the reasonable- 

ness of rates because such averages are 


readily determined from the records 
of the utility. An alternative method 
would be to consider the utility’s prop- 
erty at the end of the test period. In 
this case it would be necessary to ad- 
just all of its revenues and expenses 
to the conditions at the year-end level. 
The difficulties that would be encoun- 
tered by such a method are readily 
apparent inasmuch as such adjust- 
ments would require tedious computa- 
tions and would be to a certain extent, 
at least, estimates. 


History and Development of the 
Utility and Its Properties 


The history of this utility has been 
a most prosperous one, at least during 
the past few years. It serves largely 
an urban area with a high density of 
customers which promotes efficiency 
and low cost of operation of utility 
properties. It has rendered an un- 
usually high grade of service to its 
customers and has with few exceptions 
adequately fulfilled the need for elec- 
tric and gas service in the area which 
it serves. Although its equity secu- 
rities are held largely by the parent cor- 
poration and are not generally traded 
in the open market, its bonds have 
been sold to the public at very favor- 
able rates of interest, as late as October 
of 1951. 

Because of the particular circum- 
stances under which it operates com- 
bined with good management, it has 
maintained electric rates that are 
among the lowest, not only in Ken- 
tucky, but in the nation. 

This has all been done under rates 
that have changed only downward 
within the history of this Commission. 
The annual reports of the utility filed 
with this Commission bear out the 
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adequacy of earnings over the past few 
years. From these reports, we have 
determined the actual return on the 


Net average investment rate base 
Net Operating Income 
Rate of Return 


Original Cost 


“Original Cost” is defined in the 
Commission’s Uniform System of Ac- 
counts for Gas and Electric Utilities 
as the cost, estimated if not known, of 
the plant when first devoted to the 
public use. 

In compliance with the requirements 
of this Uniform System of Accounts, 
which is identical to that of the Fed- 
eral Power Commission, Union made 
an original cost determination of its 
properties which was reflected in its 
books of accounts in the year 1944. 
This original cost determination was 
subsequently the subject of a joint 
investigation by this Commission and 
the Federal Power Commission which 
resulted in further adjustment of Un- 
ion’s plant accounts in accordance with 
this Commission’s order of 29 May 
1950 in Case No. 2093. 

From the record it appears that the 
net average original cost of property 
rate base for the year 1951 is as fol- 
lows: 


Electric 
$8,444,879 


1,035,420 


35,689 
63,363 


Gas 
Plant in Service ...... $3,851,281 
Construction Work in 
EE | tines neues. 267,642 
Retirement Work in 
eee ree 7,459 
Materials and Supplies 90,697 





Gross Average Orig- 
inal Cost 
Reserve for 


$4,217,079 $9,579,351 


Wem oc occccccsecsee OMAR Bee 
Customers Contribution 89,377 201,019 


... $1,333,816 $2,986,878 
2,883,263 6,592,473 


Deprecia- 





Total Deductions _ 
Net Average Original 
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net average investment rate base for 
these years: 


1948 
$6,611,688 
93,389 


1950 
$8,618,334 
715,550 
8.30 


1949 
$7,279,339 
57,299 
9.03 


In developing the above figures it 
was necessary to apportion the reserve 
for depreciation. The record contains 


three separate methods for doing this, J 


all of which give very similar results, 
In this case, the Commission has 
adopted the method suggested in the 
testimony of the staff witness, Collis, 


with a further apportionment of the f 


common and automotive equipment 
reserves to gas and electric operations, 
as producing the most reasonable re- 
sults. 



















Cost of Reproduction As a 
Going Concern 


This is a most difficult and elusive 
item to determine. By its very nature 
it is not factual, but necessarily must be 
an estimate. Any estimate, however 
honestly and conscientiously made, is 
subject to error and sometimes consid- 
erable error when compared with ac- 
tual experience. The Commission 
knows of no single method or formula 
to be used in determining a cost of 
reproduction of a utility’s properties. 
Such determination is first of all, sub- 
ject to interpretation as to the meaning 
of the term. Reproduction cost esti- 
mate using widely varying methods of 
approach have been presented to this 
Commission for consideration in var- 
ious rate cases. In one case, at least, 
as commented upon in our opinion in 
Case No. 2216, the application of the 
Catlettsburg, Kenova, and Ceredo 
Water Company for increased rates, 
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the utility presented more than one 
reproduction cost estimate of the same 
property with substantially different 
results. 

Then there is the matter of obsoles- 
cence. We use the familiar illustration 
of the problem of reproducing a model 
“T” Ford automobile. How would 
one go about this? It is obvious if 
a model ““T” were reproduced new to- 
day its cost would not only exceed the 
original cost of manufacture, but 
would greatly exceed the cost of the 
corresponding current model, because 
no factory is set up to manufacture it 
today. It has become obsolete and its 
reproduction would be largely a hand 
operation, very costly. Moreover, the 
finished product would not render serv- 
ice comparable to its replacement. 

The same problem confronts us in 
the reproduction of Union’s utility 
properties. How would we go about 
it? Could we eliminate this item of 
obsolescence? Obviously yes, if we 
would redesign the properties, item by 
item, pole by pole, taking into consid- 
eration the present location of its cus- 
tomers, improvement in the art of 
manufacture of utility equipment, and 
other factors that have changed since 
the actual properties were constructed. 
We believe that the cost of such a 
study would be prohibitive and for that 
treason it would be an impractical an- 
swer to the problem. 


Turning to the reproduction cost 
new estimate as presented by Union in 
this record, as we understand it, this 
item of obsolescence has not substan- 
tially been removed. Of what value 
for purposes of determining rates for 
the future is a reproduction cost new 
estimate that reproduces a property 
that in no event would ever be built? 


43 


Or who would want today, for trans- 
portation purposes, a model “T,” if the 
current model is available? 

An inventory of the units of prop- 
erty to be reproduced is essential to 
any reproduction cost study. In this 
case, as we understand the testimony, 
the reproduction cost study as prepared 
by Union was based upon an inventory 
taken from the property records rather 
than an actual physical count of the 
items of property. If the property rec- 
ords were complete and accurate, such 
an inventory would be proper inasmuch 
as a physical inventory is a costly op- 
eration. However, any records are 
subject to some error, and it has been 
pointed out in this record that the 
inventory used by the witness Burnell 
was inaccurate in at least one instance, 
relative to the gas meters used to 
measure service to the Newport Steel 
Corporation. 


In conjunction with its reproduction 
cost new estimate, Union presented an 
estimate of the observed depreciation. 
As we understand it, this observed de- 
preciation does not necessarily have 
any relationship to the service life of 
the property. It was made by judg- 
ment based upon inspection of the 
property. This inspection did not in- 
clude every item of property but was 
based on samples of the property. In 
the case of gas pipes, conduit, and other 
property buried underground it was 
necessarily based upon very limited 
samples, covering only an insignificant 
fraction of the actual property. 


In making its annual provision for 
depreciation of its properties which is 
charged to its operating expenses, Un- 
ion does not use as a basis any such 
method of observed depreciation. If 
it did so, its provision for depreciation 
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would be inadequate because the fac- 
tors of obsolescence and casualty have 
a substantial bearing on the experi- 
enced life of the property. We fail to 
see any material value for rate-making 
purposes of depreciation set up on a 
basis that has no counterpart in actual 
practice. 

If such a speculative and highly in- 
flated rate base as the Reproduction 
Cost New Less Observed Depreciation 
estimate presented in these cases by 
Union is to be considered, it is obvious 
that the rate of return allowed on it 
will necessarily be smali in the light 
of the adequacy of the earnings of 
Union upon its actual investment, 
original cost, and capital structure. 

Union’s cost of reproduction less ob- 
served depreciation estimate as of 31 
December 1951, after elimination of 
the cash working capital item in ac- 
cordance with our findings later in 
this opinion, appears to be in the 
amount of $8,188,867 for gas opera- 
tions and $17,424,967 for electric op- 
erations. While the record does not 


Capital Stock 
Surplus 
Long-term Debt 


The adjusted net operating income 
hereinafter mentioned of $166,970 for 
the gas department, $451,562 for the 
electric department, or a total of $618,- 
532 for combined electric and gas op- 
erations, would allow the company to 
pay its interest of $54,836 assignable 
to gas operations and $128,351 assign- 
able to electric operations on the same 
basis. After considering the adjusted 
net operating income, interest, other 
income, and other deductions assign- 
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disclose the average amount of this 
estimate for the test period, it appears 
that it would be somewhat less than 
this year-end figure. 

This being the only cost of reproduc. 
tion as a going concern rate base in 
this record, the Commission, in com- 
pliance with the mandate of the Ken- 
tucky Statutes, but keeping in mind 
the limitations as set out above, will 
consider it in determining the reason- 
ableness of Union’s rates. 


Capital Structure 


The record discloses the average 
total capital structure of the company 
consisted of : 

Capital Stock—Common 


Surplus 
Long Term Debt 


We have apportioned these items to 
the gas and electric operations on the 
net investment basis which resulted 
in the following assignments: 


Gas 
Department 
$693,835 
530,143 
1,471,084 


2,695,062 


Electric 
Department 
$1,624,023 
1,240,878 
3,443,288 


$6,308,189 $9,003,251 


able to gas and electric operations the 
company would earn 8.4 per cent on 
the total capital stock and surplus as 
signed to gas, 10.5 per cent on that 
portion assigned to electric operations, 
or a composite 9.9 per cent on both ga 


and electric operations. Assuming a 
10 per cent dividend on the par value 
of the common stock assigned to the 
gas and electric operations, this would 
leave remaining for surplus assignable 
to gas operations $33,564 or 6.33 pe 
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cent and $139,310 or 11.23 per cent for 
the surplus assignable to electric opera- 
tions, and for the total surplus assign- 
able to gas and electric operations a 
composite of 9.76 per cent. 


Net Investment 


A rate base that has frequently been 
developed by this Commission in pre- 
vious cases, sometimes referred to as 
the “Net Investment,” can be devel- 
oped by adding to the original cost rate 
base the items of prepayments, which 
are payments that the utility must 
make on items incident to its opera- 
tions prior to their due dates, and the 
net of the utility plant acquisition ad- 
justment. The latter items in this case 
pertains to the electric properties only 
and results from the purchase of cer- 
tain utility properties of the Commu- 
nity Public Service Company in 1950. 
This acquisition adjustment, in the 
gross amount of $419,049, represents 
the excess of the purchase price of the 
properties over the net original cost. 
After the purchase, Account 252, Re- 
serve for Amortization of Electric 
Plant acquisition adjustment, was 
credited with the sum of $209,524, 
which was offset by a corresponding 
charge to Account 271, Earned Sur- 
plus. These entries, as well as a pro- 
vision for amortization of the net 
plant acquisition adjustment over a 
5-year period amounting to some $41,- 
904, were approved by order of this 
Commission in Case No. 2073. For 
the calendar year 1951, the average 
balance in the Reserve for Amortiza- 
tion of electric plant acquisition adjust- 
ment was in the sum of $247,936. 


Applying these adjustments to the 


original cost rate base, we have the 
net investment rate base as follows: 


Gas Electric 
$3,851,281 $8,444,879 


267,632 1,035,420 
7,459 


90,697 
14,039 


Plant in Service 
Construction Work in 
Progress 
Retirement 
Progress 
Materials and Supplies 
Prepayments 
Plant Acquisition Ad- 
justment 





Total Gross Average 
Investment 
Deductions : 
Reserve for Deprecia- 
tion 
Customers Contributions 
Reserve for Amortiza- 
tion of Plant Acquisi- 
tion Adjustment 


$4,231,108 $10,015,376 


2,785,859 
201,019 


1,244,439 
89,377 
247,936 

$3,234,814 

6,780,562 





$1,333,816 
Average Invest- 
2,897,292 


Net 


[7, 8] In addition to the items in- 
cluded in these rate bases, Union has 
suggested the addition of certain sums 
for cash working capital. A large part 
of Union’s operating expenses are 
caused by wholesale purchases of gas 
and electricity, which items are paid 
for subsequent to receipt of these serv- 
ices. In addition, Union accrues large 
sums for the payment of taxes in ad- 
vance of the due date of these taxes. 
These sums are available to it for the 
general conduct of its business. Dur- 
ing the test period, the minimum bal- 
ance of accrued taxes was in the 
amount of $570,211. 

For these reasons the Commission 
has rejected Union’s claim of cash 
working capital as a rate base item. 


Summary 


Conforming with the Commission’s 
findings as set out above, Union’s op- 
erations for the test period may be 
summarized as follows: 
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Net Average Original Cost of Property 


Combined Gas 
and Electric 
$9,475,726 


Gas 
$2,883,263 


Electric 
$6,592,473 


Cost of Reproduction less Observed Depreciation of 


Property . 
Average Capital Structure 
Net Average Investment 


Operating Revenues 
Operating Expenses 
Net Operating Income 


Return on the following: 
Net Average Original Cost of Property 


8,188,867 
2,695,062 
2,897,292 


4,500,707 
4,333,737 
166,970 


17,424,967 
6,308,189 
6,780,562 


7,214,102 
6,762,540 
451,562 


25,613,834 
9,003,251 
9,677,854 


11,714,809 
11,096,277 
618,532 


5.79% 6.85% 6.53% 


Cost of Reproduction less Observed Depreciation of 


Property 
Average Capital Structure 
Net Average Investment 


Having considered the history and 
development of the gas and electric 
utility properties of the Union Light, 
Heat and Power Company, the original 
cost, cost of reproduction as a going 
concern, its capitalization, and other 
elements of value recognized by the law 
of the land for rate-making purposes 
as set out in the evidence in this case, 
the Commission is of the opinion and 
finds that Union’s rates for gas and 
electric service that were in effect prior 
to the revised rates placed in effect by 
Union as a result of this rate case, 
are just, fair, and reasonable rates and 
will enable Union to pay its operating 
expenses, interest on borrowed money, 
a reasonable dividend to its stock- 
holders, provide a reasonable amount 
for its surplus, and attract the capital 
necessary to provide adequate service 
in the areas in which it operates. 

The Newport Steel Corporation in- 
troduced considerable evidence into 
this record relative to its rates for 


2.04% 
6.20% 
5.76% 


2.59% 
7.16% 
6.66% 


6.39% 


gas service. This evidence included 
what purported to be an apportionment 
of Union’s plant revenues and expenses 
to the Newport Steel business, and a 
suggested rate to be applied to New- 
port Steel, based on this apportion- 
ment. Union introduced certain re- 
buttal evidence which questioned the 
accuracy, reasonableness, and _ propri- 
ety of the apportionment as set out in 
Newport Steel’s evidence. 

Having considered this evidence, 
and in the light of our denial of the 
proposed increase which included the 
Newport Steel Corporation, the Com- 
mission is of the opinion and finds that 
the gas rate which the Newport Steel 
Corporation was served prior to the 
application in this case is a fair, just, 
and reasonable rate for this service and 
is not discriminatory. 

Orders in conformity with this opin- 
ion will be issued separately in Cases 


No. 2001 and 2002. 
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Ouachita Rural Electric Cooperative 
Corporation 


v 


Garrett 


No. 4-9917 
— Ark —, 252 SW2d 545 
November 17, 1952 


PPEAL from decree restraining electric co-operative from 
A increasing rate for electric current used in operation of 
welding machine; affirmed. 


Rates, § 220 — Franchise limitation on increase — Electricity. 
1. An electric co-operative was prohibited from increasing its rates for 
current supplied to a welding machine where one of the conditions of the 
franchise granted the co-operative by the municipality in which it operated 
was that it would not increase existing rates without the municipality’s 


permission, p. 48. 


Discrimination, § 29 — Deviation from schedule — Electric rate of co-operative. 
2. It is not discriminatory for a co-operative to charge less than the filed 
rate in one of its service classifications where it is not shown that any other 
consumer actually pays a greater amount for the same service, p. 48. 


Public utilities, § 53.1 — Co-operative associations — Jurisdiction of Commission. 
3. Except for the requirement that a co-operative must obtain a certificate 
of convenience and necessity to operate, it is not subject to the jurisdiction 
of the Public Service Commission, p. 48. 


Discrimination, § 95.1 — Co-operative rates. 
4. A co-operative is not under the same restrictions as to establishing non- 
discriminatory rates as a public utility company, since, except for the 
requirements that it obtain a certificate, a co-operative is not subject to 


Commission jurisdiction, p. 48. 


APPEARANCES: Gaughan, McClel- 
lan & Gaughan, Camden, for appel- 
lant; Wm. C. Medley, Hampton, for 
appellee. 


GrEorGE Rose SmiTH, J.: This is a 
suit brought by the appellee to restrain 
the appellant from imposing a mini- 


mum charge of more than $2.50 a 
month for electric current used by the 
appellee in the operation of a welding 
machine. By cross-complaint the ap- 
pellant asserted that its minimum rate 
in this situation is $10 a month and 
asked judgment for the difference be- 
tween that rate and the amount collect- 
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ed. A temporary injunction against 
the higher charge was granted when 
the suit was filed in 1942, and this in- 
junction was made permanent when 
the case was brought to trial in 1952. 
The facts are not in dispute. The 
electric distribution system at Hamp- 
ton, Arkansas, was formerly owned by 
the West Memphis Power & Water 
Company. When the appellee installed 
his welding machine in 1939 or early 
1940 the company agreed to a tenta- 
tive minimum monthly rate of $10, 
with the understanding that it would 
be reduced if the amount of current 
used did not justify such a high rate. 
The first month’s experience showed 
that the machine used only 20 kilowatt 
hours of energy, and the company re- 
duced the rate to a $2.50 minimum. 


As of December 31, 1941, the appel- 
lant purchased this distribution system 
and two months later obtained a fran- 
chise from the city council. The ordi- 
nance granting the franchise contains 
this provision: “The co-operative 
shall maintain a reasonable schedule of 
rates, said rates not to exceed the rates 
in effect at the present time without 
the consent of the municipality, but 
may be lowered at any time practica- 
ble.” At that time the West Memphis 
Power & Water Company had on file 
with the Public Service Commission a 
rate schedule showing that the mini- 
mum monthly charge for a machine 
such as the appellee’s was $10. 

After the appellant took over the 
system it continued to bill the appellee 
at the $2.50 figure until December 1, 
1942, when it contended that the $10 
minimum applied and threatened to 
discontinue service unless the higher 
rate were paid. This suit was then 
filed by Garrett. 

97 PURNS 


[1-4] For recovery the appellant 
relies upon the rule that, since a public 
utility is not permitted to discriminate 
among its patrons, it cannot validly 
agree to give preferential rate to a par- 
ticular consumer. We have often ap- 
plied the rule in cases arising under 
the Interstate Commerce Act, 49 US 
CA § 1 et seq., as in Missouri P. R. 
Co. v. Pfeiffer Stone Co. (1924) 166 
Ark 226, 266 SW 82. Before apply- 
ing the rule to this appellant we 
should first have to determine whether 
such a co-operative is a public utility 
and if so whether it is forbidden by 
statute or by the common law to dis- 
criminate among its customers. 


We find it unnecessary to explore 
these questions, for we think that by its 
franchise the appellant agreed to the 
$2.50 rate being paid by Garrett in 
1942, and actual discrimination is not 
shown. The franchise limited the ap- 
pellant to a reasonable schedule of 
rates, “not to exceed the rates in ef- 
fect” when the ordinance was passed. 
It cannot be denied that the $2.50 
minimum rate, voidable though it may 
have been, was then in effect and had 
been for more than a year, as the ap- 
pellant must have known had it ex- 
amined its vendor’s records. Indeed, 
the appellant itself continued the lower 
rate for nine months after its purchase. 
Although the appellant’s manager tes- 
tified that the co-operative meant to 
agree to the schedule then on file with 
the Public Service Commission, his 
opinion cannot alter the terms of the 
ordinance. 


We see nothing to prevent the co-op- 
erative’s agreement that the lower rate 


should govern. Except for the re- 
quirement that it obtain a certificate 
of convenience and necessity, an elec- 
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tric co-operative is not subject to the 
jurisdiction of the Public Service 
Commission. Ark Stats 1947, §§ 77- 
1131 and 77-1136; Department of 
Public Utilities v. McConnell (1939) 
198 Ark 502, 30 PUR NS 53, 130 
SW2d 9. Hence the appellant was 
not compelled by law to adhere to the 


rates then on file. Nor does the rec- 
ord show its agreement to have been 
discriminatory in fact, since there is 
no testimony to the effect that any 
other consumer actually pays a greater 
amount for the same service. 


Affirmed. 





NEW YORK PUBLIC SERVICE COMMISSION 


Re Consolidated Edison Company of 
New York, Incorporated 


Case 16054 
December 30, 1952 


| =o for hearing and determination of reasonableness of 
increased electric rates for service to municipal transit 
system; hearing ordered. 


Rates, § 126 — Basis for rate reduction — Operating losses of municipal customer. 
1. That a city is sustaining a large deficit in the operations of its subway 
does not supply any basis for lower rates for electric service to the municipal 
transit system, p. 50. 


Rates, § 147 — Basis for rate reduction — Electric service to city transit system — 
Free use of streets. 
2. That a city allows an electric company to use its streets for distribution 
purposes without so-called proper compensation is no basis for reduced 
electric rates to a municipal transit system, p. 50. 


Rates, § 649 — Hearing requirements — Previous absence of Commission jurisdic- 
tion. 
3. A hearing was ordered on the form and reasonableness of a rate increase 
for electric service to a municipal transit system, filed upon expiration of a 
service contract, where the Commission had never passed on the form or 
reasonableness of rates for such service, because it had been excluded from 
that field by the contract between the company and the city, p. 50. 


> 


By the Commission: A contract 
under which electricity was supplied 
by Consolidated Edison Company to 
the city of New York for transporta- 
tion purposes expired on November 


[4] 


15, 1952. Such contract under the 
pertinent statute was not subject to 
the jurisdiction of this Commission. 
Efforts by the company and the city 
to negotiate a new contract failed; 
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company refused any further renewal 
of the old contract and thereupon filed 
a tariff with this Commission estab- 
lishing rates for such service which 
became effective on November 16, 
1952. A complaint by the Board of 
Transportation, acting for the city of 
New York, is now before us request- 
ing a hearing thereon on the grounds 
that the filed rates, which add $2,- 
782,800 to the transportation bill of 
the city, should not be permitted to 
continue because (1) the city is al- 
ready sustaining a large deficit in the 
operations of the subway and (2) the 
city is entitled to lower rates on the 
theory that it allows company to use 
city streets for distribution purposes 
without so-called proper compensa- 
tion. 


[1-3] Neither of these contentions 
supply any basis for the relief re- 
quested nor are they germane to a 
determination of the issues involved 
which are—the form and reasonable- 
ness of the recently filed tariff. Not 
only do the filed rates substantially 
increase the cost to the city but the 
more significant fact is that this Com- 
mission has never passed upon the 
form or reasonableness of charges for 
electric service to the City Rapid 
Transit System, having been excluded 
from that field by the special contract 
between the company and the city. | 
This Commission will, therefore, au- | 
thorize hearings which will afford a | 
full opportunity to present competent | 
and material evidence upon the issues 
involved. 





MARYLAND COURT OF APPEALS 


Chesapeake & Potomac Telephone 
Company 


v. 


Public Service Commission 


No. 92 
— Md —, 93 A2d 249 
December 5, 1952 


A 


PEAL in telephone rate proceeding from court order dis- 
missing complaint filed by utility against Commission 


except to extent of granting certain relief, and remanding the 
case to the Commission for further proceeding; order reversed 
and Commission order reinstated. For Circuit Court decision, 


see (1952) 95 PUR NS 129. 


Appeal and review, § 74 — Procedure — Demurrer — Acceptance of decision. 


1. Demurrers, filed by the Commissidn and others to an appeal by a tele- 
phone company from a Commission order denying one part of a rate in- 
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crease and approving another part, need not be sustained on the ground 
that the company could not appeal from both parts of the Commission’s 
order that denied a rate increase to the full extent sought and at the same 
time accept the benefits of the partial relief granted, since the doctrine of 
election by the acceptance of benefits under a judgment is inapplicable to 
the appeal of the character under consideration, p. 52. 


Appeal and review, § 6 — Right to appeal from part of rate order while accept- 
ing benefits from another part. 
2. A utility may avail itself of a limited rate increase awarded it by the 
Commission without abandoning the right to court review of the validity 
of the entire order, p. 52. 


Return, § 9 — Fair value rate base. 


3. The Commission is required to base telephone rates on the fair value 
of the company’s property dedicated to public service, p. 54. 


Appeal and review, § 6 — Right of judicial review — Rate proceeding. 


4. The right of court review in utility rate cases on an issue of constitution- 
ality under the Fourteenth Amendment has been clearly recognized, p. 55. 


Valuation, § 27 — Fair value rate base — Method of computation. 
5. No particular formula need be used in determining the fair value rate 
base of a public utility, nor does controlling effect have to be given to re- 
production cost as compared to original cost in such a computation, p. 57. 


Valuation, § 39 — Reproduction cost. 


6. The inherent weaknesses of reproduction cost estimates as a means of 
arriving at a fair value rate base have been fully recognized by the courts and 
in many cases such estimates have been totally rejected, p. 57. 


Appeal and review, § 52 — Scope of judicial review — Finding of rate base. 

7. A Commission decision as to the proper base for a telephone utility was 
affirmed on appeal by a court where the court was unable to find from the 
record that the Commission failed to give proper consideration to evidence 
of reproduction cost as claimed by the utility and where, even if the Commis- 
sion had made an error of judgment in its decision, the important con- 
sideration would be the experience of the company under the rates estab- 
lished and not prophecy or estimate as to what would result, since, if the rates 
proved to be confiscatory, the company at that time would not be without 
remedy, p. 57. 


Valuation, § 299.1 — Working capital allowance — Taxes. 
8. There is no need to allow earnings upon a cash balance to be held for 
working capital purposes without regard to tax accruals available to a utility 
until they become payable to the taxing authorities, since, if such an allow- 
ance were made, there would be a duplication of charge already made against 
the ratepayer, p. 59. 


Expenses, § 87 — License contract payments. 


9. Payments made by an operating telephone company to its parent of one per 
cent of gross revenues under a license contract were found to be reasonable 
and proper, p. 61. 


Return, § 9 — Fair value rate base — Effect of Supreme Court decision. 
Discussion as to whether the United States Supreme Court, in the Hope 
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Natural Gas Company Case, abandoned the test of fair value as an element 
of due process which had been established in earlier rate proceedings, p. 56, 


Valuation, § 299.1 — Working capital — Consideration of tax collections as an 


offset. 


Discussion of the theory that tax funds which are held by a utility for future 
payment should not be used as an offset against any working capital allow- 
ance because such a consideration presupposes that revenues collected are 
contributions by consumers, and if such revenues are used as cash working 
capital, it is the customers who are furnishing it, p. 60. 


- APPEARANCES: Clarence W. Miles, 
Baltimore (Wm. G. Gassaway, Wash- 
ington, D. C., William B. Rafferty and 
Miles, Walsh, O’Brien & Morris, Bal- 
timore, and Stephen H. Fletcher, 
Washington, D. C., on the brief), 
for Chesapeake & Potomac Tele- 
phone Company; Joseph Allen, Peo- 
ple’s Counsel, and Ward B. Coe, 
Jr., Assistant People’s Counsel, Balti- 
more, for Counsel; H. Donald 
Schwaab, Assistant City Solicitor, 
Baltimore (Thomas N._ Biddison, 


City Solicitor, Edwin Harlan, Deputy 
City Solicitor, and Hugo A. Ricciuti, 
Assistant City Solicitor, Baltimore, on 
the brief), for city of Baltimore; 
Charles D. Harris, General Counsel, 
saltimore, for Public Service Com- 
mission. 


Before Markell, CJ., and Deiaplaine, 
Collins, and Henderson, JJ. 


HENDERSON, J.: The appeal in this 
rate case is from an order of the cir- 
cuit court No. 2 of Baltimore City dis- 
missing a bill of complaint filed by the 
appellant against the Public Service 
Commission of Maryland, except to 
the extent that certain relief prayed 
therein was granted, and remanding 
the case to the Commission for further 
proceedings. (See [1952] 95 PUR 
NS 129.) The bill of complaint had 
been filed pursuant to the provisions 
97 PUR NS 


of §§ 358 and 415, Art 23 of the Code 
of 1939, §$ 15 and 74, Art 78 of the 
Code of 1951, praying that paragraphs 
(1), (3), and (4) of the Commis- 
sion’s Order No. 48888 entered in 
Case No. 5176 on March 11, 1952, 
93 PUR NS 215, be declared illegal 
and set aside. The Commission, the 
people’s counsel, and the mayor and 
city council of Baltimore filed demur- 
rers which were overruled. Answers 
were then filed by all parties, after the 
demurrers had been filed but before 
they were overruled the people’s coun- | 
sel and the city filed a cross bill seeking 
to vacate the Commission’s order on 
other grounds. Answers were filed by 
the company and the Commission, the 
cases were consolidated and heard on 
bills and answers without the taking 
of additional testimony. The court 
dismissed the cross bill, except to the 
extent that certain relief prayed there- 
in was granted. The people’s counsel 
and the city appealed from this order 
and the company also appealed. The 
court granted a stay of its orders pend- 
ing appeal, conditioned upon the com- 
pany filing a bond in the amount of 
$1,000,000. An appropriate bond was 
duly filed and approved. 

[1, 2] A preliminary question is 
raised by the cross-appellants, that 
their demurrers to the original bill 
should have been sustained on the 
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ground that the company could not ap- 
peal from those parts of the Commis- 
sion’s order that denied a rate increase 
to the full extent sought, and at the 
same time accept the benefits of the 
partial relief granted. To understand 
the contention made it is only neces- 
sary to quote the concluding para- 
graphs of the Commission’s opinion, 
supra, 93 PUR NS at p. 242: “We 
have found the rate base to be $118,- 
279,156. We have determined that a 
rate of return from 5.75 per cent to 
6 per cent is reasonable and fair. The 
company should therefore be permitted 
to earn a net of from $6,900,000 to 
$7,100,000. It, therefore, appears that 
the company requires at least from 
$300,000 to $500,000 additional net 
income to enable it to earn the rate of 
return which this Commission has 
fixed as fair and equitable. 

The company may reasonably expect 


additional gross revenue in the amount 
of $943,000 annually as the result of 


a 10-cent coin-box charge. Giving ef- 
fect to the current 52 per cent tax rate 
would result in increased net revenue 
of $452,640 which, in the opinion of 
the Commission, is sufficient to give 
the company a reasonable return. 
“The Commission is of the opinion 
that the company should be permitted 
to increase its local coin-box telephone 
call charge from 5 cents to 10 cents and 
that its application for increased rates 
in other respects should be denied.” 
The doctrine of election by the ac- 
ceptance of benefits under a judgment 
is subject to certain limitations; as, for 
example, where there is no controversy 
as to the appellant’s right to the amount 
for which the judgment was given. 
See note 169 ALR 985. In the instant 
case the Commission found that the 


company was entitled to the limited 
relief granted and the cross-appellants 
did not challenge the company’s right 
to that relief until after the demurrers 
had been filed. However, we think the 
doctrine is inapplicable on a broader 
ground. 

Section 16(c), Art 78, of the Code 
of 1951, provides that “All orders of 
the Commission shall take effect with- 
in such reasonable time as it shall 
prescribe, and shall continue in force 
until its further order, or for a specified 
period of time according as shall be 
prescribed in the order, unless the same 
shall be suspended or modified, or set 
aside by the Commission, or be sus- 
pended or set aside by a court of com- 
petent jurisdiction.” 

Section 16(d) of the same article 
provides that ‘““Any company, corpora- 
tion, association, person, or partner- 
ship subject to any of the provisions 
of this subtitle or other person or par- 
ty in interest, including the people’s 
counsel shall have the right to proceed 
in the courts to vacate, set aside, or 
have modified any order of said Com- 
mission on the grounds that such or- 
der is unreasonable or unlawful, as 
hereinafter more particularly _ set 
forth.” 

It seems clear from these provisions, 
taken in connection with the provisions 
as to the finality of Commission 
orders and the rights of immediate ap- 
peal contained in §55(c) and §§ 74 
and 77, cf. Potomac Edison Co. v. 
Public Service Commission (1933) 
165 Md 462, 1 PUR NS 339, 169 
Atl 480, that the orders of the Com- 
mission should normally take effect 
forthwith. In the absence of a stay by 
the Commission or injunction by the 
court, we cannot find that an appellant 
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has any option in the matter. It would 
seem to follow that an appellant should 
not be put to an election. If we as- 
sume, without deciding, that an appeal 
from an order opens for review the 
whole subject matter, to the extent that 
it is inseparable, it is still not incum- 
bent upon an appellant to specifically 
object to every part of the order, if 
the complaint is only addressed to a 
part, particularly where a modification 
rather than a complete reversal is 
sought. In these respects the case of 
a utility, exercising a statutory right of 
appeal from the action of a regulatory 
administrative body, is distinguishable 
from the case of a private litigant. 
The cross-appellants have cited no case, 
in Maryland or elsewhere, that has ap- 
plied the doctrine of election to appeals 
of the character under consideration. 
In Valparaiso Lighting Co. v. Pub- 
lic Service Commission, 190 Ind 253, 
PUR1921B 325, 129 NE 13, 17, cited 
by the cross-appellants, the court stated 
that the doctrine of election and estop- 
pel did not apply to orders of a Com- 
mission establishing rates. It is true 
that the court also pointed out that 
the rates for gas and electricity, con- 
tained in the single order in that case, 
could be treated as separable, so that 
the decision was not as broad as the 
principle announced. However, in De- 
partment of Public Utilities v. New 
England Teleph. & Teleg. Co. (1950) 
325 Mass 281, 82 PUR NS 142, 90 
NE2d 328, 333, it was squarely held 
that the company could avail itself of 
a limited rate increase without aban- 
doning the right to court review of the 
validity of the order. The practice has 
been followed without challenge in 
Maryland and elsewhere. Cf. Public 
Service Commission v. United R. & 
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Electric Co. 155 Md 572, PUR1928D 
141, 142 Atl 870; Hudson & M. R. 
Co. v. United States (1941) 313 US 
98, 85 L ed 1212, 61 S Ct 884; Lowell 
Gas Co. v. Department of Public Util- 
ities (1949) 324 Mass 80, 78 PUR 
NS 506, 84 NE2d 811, 813; Public 
Service Commission v. Southern Bell 
Teleph. & Teleg. Co. (1949) 253 Ala 
1, 84 PUR NS 221, 42 So2d 655; 
New England Teleph. & Teleg. Co. 
v. State (1949) 95 NH 353, 78 PUR 
NS 67, 64 A2d 9; Southern Bell 
Teleph. & Teleg. Co. v. Public Serv- 
ice Commission (1948) 203 Ga 832, 
75 PUR NS 471, 49 SE2d 38. 

[3] The cross-appellants contend 
that under Maryland law the Commis- 
sion is not required to base rates on 
the “fair value” of a utility’s property. 
Under § 55(a), Art 78 of the Code of 
1951, unchanged since its adoption by 
Chap 180, Acts of 1910, the Commis- 
sion is directed, in an appropriate case, 
to “ascertain the fair value of prop- 
erty of any corporation subject to the 
provisions of this Article and used by 
it for the convenience of the public.” 
The cross-appellants contend, however, 
that this section is limited in its appli- 
cation and does not apply to rate mak- 
ing ; that the only standards for fixing 
telephone rates are in § 70(a) provid- 
ing that rates be “just and reasonable 
and not more than allowed by law or 
by order of the Commission and made 
as authorized by this subtitle.” They 
argue that the words “just and reason- 
able” should be construed as coex- 
tensive with the requirements of the 
Fourteenth Amendment to the Federal 
Constitution, as laid down in the latest 
Supreme Court cases, to prohibit con- 
fiscation, not to prescribe a valuation 
method. 
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We think the contention is unsound. 
In Havre de Grace & P. Bridge Co. v. 
Towers (Public Service Commission), 
132 Md 16, 27, PUR1918D 484, 493, 
103 Atl 319, 323, a rate case, the 
court quoted § 442 of Art 23 (now 
§ 55, Art 78 of the Code of 1951) and 
said: ‘““What the Commission in this 
case was authorized to ascertain under 
the section referred to was the fair 
value of the property.” In Miles v. 
Public Service Commission, 151 Md 
337, 344, PUR1926D 610, 617, 618, 
135 Atl 579, 582, 49 ALR 1470, the 
court said: “The very purpose of 


authorizing the Commission to as- 
certain the value of the property of 
the various public service corporations 
is to enable it to fix the rates which 
the corporation is permitted to charge 
the public for the service rendered.” 
Again, in Public Service Commission 


v. United R. & Electric Co. supra 155 
Md at pp. 579, 602, PUR1928D at pp. 
149, 172, the court said: “The central 
dominating question presented by the 
appeal is whether the schedule of rates 
promulgated by the Commission is 
insufficient to yield such an income as 
will give to the company a fair return 
on the value of its property... . In 
valuing the property for rate-making 
purposes the Commission based its 
conclusion upon its present value, and 
not upon its original cost, and in fact 
the case of Havre de Grace & P. Bridge 
Co. v. Public Service Commission, 
supra, left it no alternative.” 

Upon the question of statutory con- 
struction we think these three cases 
are directly in point and controlling. 
If further support were needed, it could 
be found in the legislative references 
to fair value and value in Chap 180, 
Acts of 1910, and Chap 732, Acts of 


1941, and in the uniform and con- 
sistent administrative recognition of 
the principle in the published opinions 
of the Commission. In the instant 
case both the Commission and the 
lower court recognized that the fair 
value concept was applicable by reason 
of the statute. 

[4] If ‘fair value” is the rule pre- 
scribed by the statute, as we hold, we 
are faced then with an inquiry as to 
the true meaning of those words. The 
appellant contends that the words 
amount to a legislative adoption of the 
rule recognized by the Supreme Court 
at the time when the statute was passed 
in 1910, that rates fixed by a state for 
a public utility must allow a reasonable 
return upon the present fair value of 
the property used for the public. The 
right of court review in rate cases, on 
an issue of constitutionality under the 
Fourteenth Amendment, was clearly 
recognized in Chicago, M. & St. P. R. 
Co. v. Minnesota ex rel. R. & Ware- 
house Commission (1890) 134 US 
418, 33 L ed 970, 10 S Ct 462, 702, 
and Reagan v. Farmers’ Loan & 
Trust Co. (1894) 154 US 362, 38 
L ed 1014, 14 S Ct 1047. The so- 
called “fair value’ rule seems to have 
originated in Smyth v. Ames (1898) 
169 US 466, 546, 42 L ed 819, 18S 
Ct 418, 434, where it was said: “We 
hold, however, that the basis of all cal- 
culations as to the reasonableness of 
rates to be charged by a corporation 

. . must be the fair value of the 
property being used by it for the con- 
venience of the public. And, in order 
to ascertain that value, the original cost 
of construction, the amount expended 
in permanent improvements, the 
amount and market value of its bonds 
and stock, the present as compared 
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with the original cost of construction, 
the probable earning capacity of the 
property under particular rates pre- 
scribed by statute, and the sum re- 
quired to meet operating expenses, are 
all matters for consideration, and are 
to be given such weight as may be 
just and right in each case. We do not 
say that there may not be other matters, 
to be regarded in estimating the value 
of the property.” It may be noted that 
this statement does not undertake to 
lay down any definite formula for the 
determination of value. In San Diego 
Land & Town Co. v. Jasper (1903) 
189 US 439, 442, 47 L ed 892, 23 S 
Ct 571, 572, the court said: “It no 
longer is open to dispute that under 
the Constitution ‘what the company is 
entitled to demand, in order that it may 
have just compensation, is a fair return 
upon the reasonable value of the prop- 


erty at the time it is being used for the 


public.’ San Diego Land & Town 
Co. v. National City (1899) 174 US 
739, 757, 43 L ed 1154, 19 S Ct 804. 
That is decided, and is decided against 
the contention that you are to take the 
actual cost of the plant, annual depre- 
ciation, etc., and to allow a fair profit 
on that footing over and above ex- 
penses. We see no reason to doubt 
that the California statute means the 
same thing. Yet the only evidence in 
favor of a higher value in the present 
case is the original cost of the work, 
seemingly inflated by improper charges 
to that account and by injudicious ex- 
penditures No doubt, cost 
may be considered, and will have more 
or less importance according to cir- 
cumstances.” 

In Willcox v. Consolidated Gas Co. 
(1909) 212 US 19, 42, 53 L ed 382, 
29 S Ct 192, 196, the court reiterated 
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the rule that there must be a fair return 
upon the reasonable value of the prop- 
erty at the time it is used for the 
public, even though the property has 
increased in value since it was ac- 
quired. It was indicated, however, 
that where “the material fact of value 
is left in much doubt,” the court ought 
not to interfere. 

The cross-appellants strongly con- 
tend that the fair value doctrine was 
repudiated by the supreme court in 
Federal Power Commission v. Hope 
Nat. Gas Co. (1944) 320 US 591, 88 
L ed 333, 51 PUR NS 193, 64 S Ct 
281, 282. In that case the court was 
dealing with a Federal statute that did 
not mention fair value as the rate base 
but empowered the Federal Power 
Commission to fix “just and reason- 
able” rates. For present purposes it is 
not necessary to determine the exact 
scope or implications of the several 
opinions in that case. It may well be 
that the Supreme Court, following ear- 
lier intimations, did in that case aban- 
don the test of fair value as an element 
of due process. See note 8 Md LR 122, 
126. Or it may be that the decision, in- 
stead of repudiating Smyth v. Ames, 
sub silentio, merely placed the emphasis 
on the end product or result reached, 
rather than the method employed, and 
in effect extended the area of adminis- 
trative discretion, within the limits of 
due process. In either event, we think 
the test of fair value is explicit in the 
Maryland statute, as construed by this 
court. Cf. Northern States Power Co. 
v. Public Service Commission (1944) 
73 ND 211, 53 PUR NS 143, 13 NW 
2d 779, 785. Whether it is implicit in 
the Maryland, as distinguished from 
the Federal, Constitution, is a ques- 
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tion we need not and do not now con- 
sider. 

[5] The appellant has cited no case, 
however, holding that in determining 
fair value any particular formula must 
be adopted, or that controlling effect 
must be given to reproduction cost, as 
compared to original cost. In its brief 
it is stated that the principal ground 
on which it relies is “the Commission’s 
failure to give adequate weight to re- 
production cost.” The cases of Mc- 
Cardle v. Indianapolis Water Co. 272 
US 400, 408, 71 L ed 316, PUR1927 
A 15, 47 S Ct 144, and Los Angeles 
Gas & E. Corp. v. California R. Com- 
mission, 289 US 287, 305, 77 L ed 
1180, PUR1933C 229, 53 S Ct 637, 
relied upon by the appellant, both in- 
dicate that the determination of value 
is not a matter of formula, although 
consideration must be given to repro- 
duction cost. In some cases, courts 


have expressed a preference for repro- 


duction cost. Marietta v. Public Util- 
ities Commission (1947) 148 Ohio 
St 173, 71 PUR NS 186, 74 NE2d 
74, 79. In others it has been said that 
“the determination of fair value is not 
controlled by arbitrary rules or for- 
mulae, but should reflect the reasonable 
judgment of the Board based upon 
all the relevant facts.” Re New Jer- 
sey Power & Light Co. (1952) 9 NJ 
498, 95 PUR NS 467, 473, 89 A2d 
26, 32. In that case the court affirmed 
the action of the Commission in reject- 
ing as of insufficient weight all of the 
evidence as to present value. 


[6, 7] We come, then, to the heart 
of the question presented by the com- 
pany’s appeal, whether the Commission 
failed to give to reproduction cost the 
consideration required by the concept 
of fair value. The proceedings that 


culminated in the final order appealed 
from were initiated in 1946. On 
March 31, 1947, the Commission 
found the depreciated original cost of 
the intrastate property of the company 
to be $63,487,491, and on September 
30, 1951, to be $115,219,017. The 
difference of some 52 millions repre- 
sents new capital put into the enter- 
prise in modernizing and improving 
the plant. The cross-appellants con- 
tended for a lower original cost figure. 
The appellant produced evidence to 
show that the depreciated reproduction 
cost of the company’s property on the. 
latter date was at least $140,446,097. 
The Commission found the fair value 
of the property on the latter date to 
be $118,279,156, or $3,060,139 in ex- 
cess of the original cost claimed by the . 
company. 

The company argues that its esti- 
mate of reproduction cost was con- 
servative and designed to meet the ob- 
jections raised in the prior hearings. 
The basic current cost study was made 
in 1946, revised in 1948 to meet cer- 
tain criticisms of the Commission, and 
brought to date by adding gross addi- 
tions at book cost, although labor and 
material prices were materially higher 
in 1951. Plant retirements and the 
book increase in depreciation reserve 
were then deducted. The people’s 
counsel strongly urged that these de- 
ductions were wholly inadequate. The 
only estimates that were before the 
Commission were those of the com- 
pany, but the bases of the conclusions 
of the expert witnesses were vigorously 
attacked. 

Estimates of reproduction cost are 
conjectural at best, not merely because 
they rest on opinion, but for the ob- 
vious reason that probably no plant 
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would ever be reproduced in its pres- 
ent form. Even the physical structures 
to replace the old would be designed, 
so far as possible, to compensate in 
efficiency and convenience for the high- 
er construction costs. Cf. Schreiber 
v. Pacific Coast Fire Insurance Co. 
(1950) Md —, 75 A2d 108, 111, 
20 ALR2d 951. In regard to plant 
equipment, the increased cost of repro- 
duction would likewise be measurably 
offset by the technological improve- 
ments constantly discovered and intro- 
duced to meet the rising costs of labor 
and materials. One result is that 
equipment becomes obsolete before it 
wears out. The fact that evidence as 
to a substitute plant has been held 
irrelevant, McCardle v. Indianapolis 
Water Co. supra, does not mean that 
the Commission must close its eyes to 
the obvious in weighing evidence of 
reproduction cost. 

There can be doubt that the Com- 
mission took these factors into account. 
In its earlier opinion, 84 PUR NS 
175, 183, 184, reaffirmed in the opin- 
" ion filed in 1951, it said: 


“In its major aspect, reproduction 
cost is an estimate of the cost of pro- 
ducing the same plant at the same loca- 
tions and constructed of the same ma- 
terials at the current prices of labor 


and materials. It obviously would 
normally take a long time to duplicate 
such a utility, usually estimated at 
three to five years, during which pe- 
riod, in normal times, the price of both 
labor and materials may increase or 
decrease to a considerable extent. It 
involves duplicating items of equip- 
ment and even buildings which are vir- 
tually obsolete and ready to be dis- 
carded, for many of which presumably 
the patterns, molds, and dies have been 
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destroyed and could not be reproduced 
except at a prohibitive cost. In short, 
it is a theoretical reproduction of 
something which, as a practical matter 
if it did not exist, would not be pro- 
duced in its present form and locations. 
As this highly theoretical process has 
questionable probative value in times 
of normal and stable economy, it has 
even less value at the present time. 
And the latter is particularly true with 
respect to the instant utility. 

“As heretofore mentioned, the com- 
pany is engaged in a major transition 
from manual to dial equipment. It 
has a large backlog of orders for tele- 
phone service which requires an en- 
largement and, to a large extent, re- 
arrangement of some of its present fa- 
cilities. Many of its buildings and 
much of its equipment is presently to 
be discarded. New buildings are to be 
(some are in the process) constructed 
and new equipment is to be installed 
and substituted for old, all of which 
will involve the expenditure of a huge 
sum of money, estimated to be $47,- 
000,000 during the years 1947 and 
1948 and $90,000,000 during the next 
five years. These enormous changes 
strongly indicate that there would be 
very little reality involved in under- 
taking to determine value from an es- 
timate of the current cost of reproduc- 
ing the present plant.” 

At the time of the final order the 
Commission noted that huge expendi- 
tures had been made at postwar prices, 
but that a large construction program 
was still ahead, including extensions 
and changes in the type of services, the 
heaviest expenditures to date having 
been in “back-bone” plant. The ex- 
tent to which additions and improve- 
ments, in the light of an expanding 
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demand for services, might result in 
a greater margin of profit is of course 
problematical and incapable of demon- 
stration. Equally problematical is the 
prediction of the experts that current 
prices, at an all-time high, are likely 
to continue upward. 

The inherent weaknesses in esti- 
mates of this character have been 
fully recognized by the courts. See 
Georgia R. & Power Co. v. Railroad 
Commission, 262 US 625, 629, 67 
L ed 1144, PUR1923D 1, 43 S Ct 
680; Los Angeles Gas & E. Corp. v. 
California R. Commission, 289 US 
287, 77 L ed 1180, PUR1933C 229, 
53 S Ct 637; California R. Commis- 
sion v. Pacific Gas & E. Co. (1938) 
302 US 388, 82 L ed 319,21 PUR NS 
480, 58 S Ct 334; Re New Jersey Pow- 
er & Light Co. (1952) 9 NJ 498, 95 
PUR NS 467, 89 A2d 26; New Eng- 
land Teleph. & Teleg. Co. v. State 
(1949) 95 NH 353, 78 PUR NS 67, 
64 A2d 9. In these cases estimates 
of reproduction cost were totally re- 
jected. In the instant case it is in- 
disputable that the Commission did 
give weight to the estimates of repro- 
duction cost, to the extent of over $3,- 
000.000 above the company’s original 
cost. 

There are two schools of thought as 
to the scope of judicial review of ques- 
tions of fact in a rate case, where the 
rates are claimed to be confiscatory 
under the Fourteenth Amendment. 
The opposing views are well stated in 
the majority and minority opinions in 
St. Joseph Stock Yards Co. v. United 
States (1936) 298 US 38, 80 L ed 
1033, 14 PUR NS 397, 56 S Ct 720, 
although the whole court was in agree- 
ment that the findings should be sus- 
tained. Under one view findings of 


fact made by a rate-making body, as 
in the case of other administrative 
bodies called on to determine value, 
are final, at least in the absence of a 
clear showing that they are unsup- 
ported by substantial evidence or oth- 
erwise unlawful. Under the other 
view, it is said that there is a judicial 
duty to exercise an independent judg- 
ment on the facts on a constitutional 
question, e. g., of confiscation, or a 
jurisdictional question. But even 
here it is recognized 298 US at p 53, 
14 PUR NS at pp. 404, 405, 56 S Ct 
at p. 726, that this “does not require 
or justify disregard of the weight 
which may properly attach to findings 
upon hearing and evidence,” and that 
there is a “zone of reasonableness.” 
We find it unnecessary to choose be- 
tween these theories in the instant 
case. Under either view we cannot 
find on this record that the Commis- 
sion failed to give proper considera- 
tion to the evidence of reproduction 
cost. Nor does it follow that an error 
in judgment on the part of the Com- 
mission would necessarily be fatal to 
the company. As stressed by the New 
Jersey court in the case cited, experi- 
ence and not prophecy is the final test, 
and if the rates prove to be confisca- 
tory, the company is not without rem- 
edy. Cf. Baltimore Transit Co. v. 
Hessey (1950) — Md —, 85 PUR 
NS 76, 75 A2d 76; Hessey v. Capital 
Transit Co. (1949) 193 Md 265, 80 
PUR NS 513, 66 A2d 787, 10 ALR 
2d 1114; and Capital Transit Co. v. 
Bosley (1948) 191 Md 502, 76 PUR 
NS 142, 62 A2d 267. 


[8] The appellant further contends 
that the Commission erred in disal- 
lowing its claim that the cash on hand 
as of September 30, 1951, be allowed 
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as a part of the rate base as cash work- 
ing capital. That such an allowance 
is a proper one has long been accepted. 
Cf. Chesapeake & P. Teleph. Co. v. 
West (DC Md 1934) 3 PUR NS 
241, 7 F Supp 214, 234; and Colum- 
bus v. Public Utilities Commission 
(1950) 154 Ohio St 107,86 PURNS 
496, 93 NE2d 693, 697. It is usually 
based on the assumption that there 
will be a time lag between the per- 
formance of the service and the actual 
collection of revenues therefor. A flat 
allowance estimated at thirty days 
may yield to a showing that the lag is 
not so great. Norfolk v. Chesapeake 
& P. Teleph. Co. (1951) 192 Va 292, 
89 PUR NS 33, 64 SE2d 772, 780. 
In the instant case the Commission, 93 
PUR NS at p. 232, found the weighted 
average time lag to be 23.2 days. 
“While much service is billed in ad- 
vance, it manifestly is impossible to 
bill for toll service and excess local 
calls until after the service is given 

” The Commission found the 
weighted average lag in payment of 
operating expenses was a negative fig- 
ure of 1.8 days. 


However, the Commission, at pp. 
232, 233, found that “taxes, especially 
Federal income taxes and excise taxes, 
have become a most important factor 
in connection with the determination 
of the company’s need for cash work- 


ing capital. Taking into ac- 
count all classes of taxes, it is found 
that, on the average, there is an 
elapsed time of 274.5 days in their 
payment. Reducing this to a dollar- 
day basis, and combining it with oper- 
ating expenses, we arrived at the fig- 
ure of 67.5. Subtracting the revenue 
receipt lag of 23.2 days from the oper- 
ating expense plus taxes lag of 67.5 
97 PUR NS 


days produced a net revenue receipt 
lag of minus 44.3 days. This demon- 
strated that the company re- 
ceived, on the average, money from its 
customers for services rendered be- 
fore, in the ordinary course of its oper- 
ations, it pays the cost of providing 
the service and that, therefore, there is 
no need for an allowance for cash 
working capital.” 

The appellant attacks this conclu- 
sion on the ground that it is an adop- 
tion of the so-called “alternative 
funds” theory, that funds collected 
from consumers for the payment of 
taxes are available for use by the com- 
pany until the taxes are paid. It ar- 
gues that the fallacy in the reasoning 
is that it presupposes that revenues 
collected are contributions by the cus- 
tomers and that if such revenues are 
used as cash working capital it is the 
customers who are furnishing them. 
Actually, it argues, the customers are 
paying for services, and when bills 
are collected they become the property 
of the company, citing Public Utility 
Comrs. v. New York Teleph. Co. 271 
US 23, 31, 70 L ed 808, PUR1926C 
740, 46 S Ct 363. Thus all of the 
funds collected are risked by the in- 
vestors, not by the tax collectors or 
the customers. 


We think the theory does not de- 
pend, however, upon the question of 
risk or ownership, but upon the fact 
that rates are calculated to yield a 
profit over and above taxes and the 
tax burden is shifted to the customers. 
Since these advance payments are 
available for current use until they be- 
come payable to the taxing authorities, 
there is no need to allow earnings up- 
on a cash balance without regard to 
tax accruals. If allowed, there would 
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be a duplication in a charge already 
made against the ratepayer. This 
seems to have been the view taken by 
the supreme court of Pennsylvania in 
a recent case. Pittsburgh v. Public 
Utility Commission (1952) 370 Pa 
305, 94 PUR NS 353, 88 A2d 59. 
See also Citizens Teleph. Co. v. Public 
Service Commission (1952) — Ky 
—, 94 PUR NS 383, 247 SW2d 510, 
513. We find no error in the Com- 
mission’s disallowance under the cir- 
cumstances. 

[9] The cross-appellants contend 
that the Commission erred in approv- 
ing as a part of the annual operating 
expense the sum paid by it under the 
license contract with the American T. 
& T. Company. They argue that 
there is no relation between the 
amount paid (one per cent of the gross 
revenues ) and the value of the service 
rendered. But it does not follow that 


the amount paid is excessive as of the 


valuation date. It would be extremely 
difficult to say, for example, what part 
of a particular dollar, spent by the par- 
ent company for research, actually 
went to the benefit of the Maryland 
Company or any other Bell System 
company. Nevertheless, cost alloca- 
tion studies have been made, the mat- 
ter was carefully studied by the Com- 
mission, and its conclusion that the 
payments were not unreasonable is 
clearly supported by the evidence. 
The standard contract used has been 
widely approved by the courts. Nor- 
folk v. Chesapeake & P. Teleph. Co., 
supra; Public Service Commission v. 
Southern Bell Teleph. & Teleg. Co. 
(1949) 253 Ala 1, 84 PUR NS 221, 
42 So2d 655; Pacific Teleph. & Teleg. 
Co. v. Public Utilities Commission 
(1950) 34 Cal2d 822, 83 PUR NS 


101, 215 P2d 441; Southern Bell 
Teleph. & Teleg. Co. v. Public Serv- 
ice Commission (1948) 203 Ga 832, 
75 PUR NS 471, 49 SE2d 38; Co- 
lumbus v. Public Utilities Commis- 
sion, supra; Pacific Teleph. & Teleg. 
Co. v. Flagg (1950) 189 Or 370, 85 
PUR NS 101, 220 P2d 522; South- 
western Bell Teleph. Co. v. State 
Corp. Commission (1950) 169 Kan 
457, 85 PUR NS 277, 219 P2d 361. 

The cross-appellants contend that 
the Commission’s action in fixing the 
rate of return was unreasonable and 
unlawful, because it did not consider 
or give weight to the company’s fail- 
ure to achieve tax savings by the use 
of a different capital structure. The 
company is, of course, a wholly owned 
subsidiary of the-American T. & T. 
Company, which owns virtually all of 
its stock. Under this setup the local 
company pays income taxes at the rate 
of 52 per cent on its earnings, which 
would be considerably reduced if a 
part of its investment was in interest- 
bearing securities. It may be noted 
that the company does have certain 
short-term borrowings from the par- 
ent company. Dividends paid to the 
parent company are taxable at a lower 
rate. The effect is to shift a part of 
the total tax burden from the stock- 
holders of the parent company to the 
local telephone users. The appellant 
argues that this result is due to a Fed- 
eral tax policy that puts a premium on 
borrowed capital, not to any unsound- 
ness or improvidence in the company’s 
policy, as laid down by the manage- 
ment, over which the Commission has 
no direct control. 

If we assume, without deciding, 
that the Commission was legally 
bound to consider and give weight to 
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possible or hypothetical savings in fix- 
ing the rate of return, we think it is 
clear that they did so in the instant 
case. Both of the experts who testi- 
fied in the case as to the cost of cap- 
ital, based their conclusions on an as- 
sumed ratio of debt to equity capital, 
not on the actual ratio. The Commis- 
sion adopted the highest of these, as 
proposed by Dr. Thatcher, called by 
the appellees, a ratio of 45 per cent 
debt and 55 per cent equity capital. It 
found a rate of return of from 5.75 to 
6 per cent to be reasonable. In so do- 
ing it virtually adopted Dr. Thatcher’s 
recommendation. Dr. Thatcher testi- 
fied that he took into account the im- 
pact of the Federal tax rates in fixing 
a proper debt ratio. While conceding 


that the determination of whether debt 
or equity capital should be issued was 
for management, the Commission, at 
p. 239 of 93 PUR NS, said: “Still, 


the Commission, in fixing a rate of re- 
turn, has the right to determine what 
the effect thereof will be on the con- 
sumers. While having no power to 
direct the issuance of bonds instead of 


stock, we can say that the consumer 
should not be required to pay more 
than he would have to pay if the com- 
pany had availed itself of an appropri- 
ate debt-equity capital structure. So, 
this Commission must take note of the 
fact that the company has no’ debt 
capital, but rather issues equity hold- 
ings to American which, in turn, cre- 
ates its own debt capital, thereby per- 
mitting American to make a tax sav- 
ing which would inure to the benefit of 
the company, if it issued its bonds in- 
stead of equity capital.” There was 
evidence in the case from which the 
Commission could have found that a | 
higher rate was justified. The rate | 
fixed, 5.96 per cent, is one of the low- | 
est in the nation. In adopting the low- 
er rate it took into account the unfa- 
vorable aspects, from the consumers’ 
point of view, of the existing capital 
structure. We cannot find that the 
Commission’s action was beyond the 
zone of reasonableness. ? 

Order reversed and bill and cross | 
bill dismissed, costs to be paid by the 
respective appellants. 
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NEW JERSEY BOARD OF PUBLIC UTILITY COMMISSIONERS 


Samuel Vacchiano et al. 


New Jersey Bell Telephone Company 


Docket No. 6908 
January 14, 1953 


"pron by former subscriber against refusal of telephone 
company to restore service; denied. 


Service, § 134 — Restoration after gambling conviction — Official consent. 
1. The Board requires proof of the assent of a law enforcement official before 
it will order the resumption of service originally discontinued at the request 


of such official, p. 64. 


Procedure, § 36 — Commission decision — Res judicata. 
2. Although some administrative agency decisions may be res judicata, the 
Public Utility Board, when a change in circumstances occurs, may order a 
rehearing and extend, revoke, or modify an order, p. 64. 

Service, § 485 — Proper tribunal — Restoration after discontinuance for gambling. 


3. The proper remedy of persons requesting the restoration of telephone 
service after a discontinuance because of gambling is in the courts at law 


or in equity, p. 64. 


APPEARANCES: Anschelewitz & 
Barr, by Max M. Barr, for the com- 
plaintiffs ; A. J. Bittig, for the respond- 
ent; John R. Sailer, Deputy Attorney 
General, for the Board of Public Util- 
ity Commissioners; David M. Lane, 
Director, Division of Engineering, on 
behalf of the Board of Public Utility 
Commissioners. 


By the Commission: This is a for- 
mal complaint of Samuel Vacchiano 
and Mary Vacchiano, his wife, to re- 
quire the respondent, New Jersey Bell 
Telephone Company, to grant tele- 
phone service to them at 409 Cookman 
avenue, Asbury Park, New Jersey. 

A hearing was held at Newark, 
New Jersey, on October 1, 1952, when 


the parties were heard and argument 
made. 

The record of the previous action 
and decision in Vacchiano v. New 
Jersey Bell Teleph. Co. (1950) Dock- 
et No. 5280, 87 PUR NS 25, was in- 
corporated by reference. It was stipu- 
lated by counsel for the respective 
parties that the prosecutor of Mon- 
mouth county refused to give his con- 
sent to the restoration of service to 
the complainant and that the prose- 
cutor is opposed to the installation of 
a telephone at this time. It was fur- 
ther stipulated that almost two years 
have lapsed since the first complaint 
was made and denied. 

The stipulation in the first hearing 
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shows that the telephone service of 
Sam Vacchiano was disconnected at 
the request of the prosecutor of Mon- 
mouth county on August 16, 1948, 
and that on July 8, 1949, one of the 
complainants, Samuel Vacchiano, was 
convicted of bookmaking in the Mon- 
mouth county criminal court and sen- 
tenced from one to two years to the 
New Jersey state prison, sentence sus- 
pended, and fined $1,000 and placed 
on two years’ probation. 

The Board now finds the facts as 
set out above. 

[1-3] The substance of the argu- 
ment of the counsel for the complain- 
ants is that Samuel Vacchiano had 
paid his debt to society. He and his 


wife should not suffer from the whim 
or caprice of any law enforcement offi- 
cial who would not give his permis- 
sion to the New Jersey Bell Telephone 
Company to restore service to the 


complainants. He further stated that 
after a reasonable period of time, 
which should be determined by this 
Board, that this Board should require 
the respondents to restore service as 
the lack of a telephone seriously inter- 
fered with the ability of the complain- 
ants to earn a livelihood operating a 
boarding house. 

The counsel of the respondents re- 
plied that this action was brought in 
the improper forum, against the im- 
proper party and that the complain- 
ants’ remedy was against the prose- 
cutor in the courts either at law or in 
equity. He further claimed the de- 
fense of res judicata. 

The Board now considers the argu- 
ment of counsel. 


The Board has consistently fol- 
lowed the decision of not going be- 
hind the request of any law enforce- 


ment official to remove any telephone BS 


as the actions of that official are pre-B 
sumed to be valid. De Luisa v. New— 
Jersey Bell Teleph. Co. (1949) Docket 
No. 4207, 78 PUR NS 22. How- 
ever, it will inquire whether or not it 
is a fact that a law enforcement offi- 
cial requested the discontinuance. 
Following the same reasoning, the 
Board requires the proof of the assent 
of the same official before it will order 
the resumption of the service. There- 
fore, the complainants lack the neces- 
sary qualifications for the resumption 
of service. 

The Board has held that it has ju- 
risdiction over the subject matter and 
over the parties. Scance v. New Jer- 
sey Bell Teleph. Co. (1952) Docket 
No. 6199,95 PUR NS 16. Although 
some administrative agency decisions 
may be res judicata, the Board may at 
any time “ order a rehearing 
and extend, revoke, or modify an or- 
der made by it.” Revised Stats 48 :2- 
40 NJSA. Middletown v. Monmouth 
Consol. Water Co. Docket No. 3906, 
September 24, 1952. There are new 
facts in this cause; the expiration of 
two years and the completion of Sam- 
uel Vacchiano’s probation. 

It appears that the remedy of per- 
sons requesting telephone service after 
discontinuance subsequent to the use 
of the telephone for the transmission 
of gambling information is in the 
courts at law or in equity. 

The Board denies the complaint for 
the reasons stated above. 
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Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers ; 
also notices of changes in personnel. 


Ohio Power Plans to Invest 
$55,000,000 in 1953 


T= Ohio Power Company plans to invest 
$55,000,000 during 1953—the largest one- 
year construction budget in the company’s his- 
tory. This figure is considerably higher than 
the amount invested in the previous record 
year, 1952, when approximately $40,000,000 was 
spent in construction throughout the company. 

In general categories, the new budget reads 
as follows: (figures include both new construc- 
tion and improvements to existing facilities) : 
Power plants, $28,300,000; Transmission lines, 

800,000; Distribution lines, $6,500,000; 
Transmission subs, $6,000,000; Distribution 
subs, $2,300,000; Coal lands, equipment, $1,- 
700,000, and General, $1,400,000. 


MacDonald Appointed Motorola 
Assistant Chief Engineer 


Dp. E. Nose, vice president in charge 
of the Communications and Electronics 
Division, Motorola Inc., has announced the ap- 
pointment of Angus A. MacDonald to the posi- 
tion of assistant chief engineer in charge of 
two-way radio development. 

In this position, Mr. MacDonald heads a 
group of design engineers in the development 
of mobile two-way radio equipment for use in 
the public safety, land transportation, indus- 
trial and related fields. This equipment is de- 
signed to operate in the 25-50, 152-174 and 450- 
470 megacycle bands. 


Cope Appoints Sanson 
As Sales Manager 


T J. Core, Inc., Philadelphia, Pennsylvania, 
¢ has announced the appointment of A. M. 
Sanson, Jr., as Sales Manager. He will super- 
vise the sales of the company’s line of Cable 
Installation Equipment which has been widely 
used in the electrical industry for 65 years. He 
will be in charge of the sales of Cope Cable 
Trough Systems for carrying power and con- 
trol cables, and Instrof for instrument tubing 
installations. 


Richardson Offers Bulletin 
On Automatic Coal Scale 


HE RICHARDSON SCALE ComPANny, Clifton, 

New Jersey, offers a 16-page, two-color 
bulletin covering its new H-39 Automatic Coal 
Scale for weighing coal as it is fed to boilers. 
The new coal scale enables plant engineers 
automatically to maintain constant and accurate 
check on boiler efficiency. 


Divided into five major sections, the bulletin 
gives construction and operating details of : (1) 
the belt feeder which delivers coal from bunker 
to weigh hopper, (2) the weigh hopper, (3) 
scale housing, (4) operating levers, and (5) 
accessories. 

In addition, the bulletin gives detailed infor- 
mation on such special features as weigh- 
hopper by-pass, dust-proof seal, external con- 
trols and wiring, foolproof discharge counter, 
compact construction and available accessories 
including flexible inlet connections, remote re- 
cording of discharges, magnetic removal of 
tramp iron, etc. 

Copies of Bulletin 0352 may be obtained from 
the manufacturer. 


G-E Announces New Line 
Of Low Voltage Switchgear 


Acuna new line of low-voltage draw- 

out switchgear (600 volts a-c and below) 

with standardized compartment construction 

and completely new air circuit breakers, has 

been announced by the General Electric Com- 

ee Switchgear Department at Philadelphia, 
a 


Complete equipments having whatever cir- 
cuit pattern is needed can be manufactured for 
shorter shipment from standardized circuit 
breaker, control-instrument and bus compart- 
ment building blocks. 

Able to withstand 30-cycle momentary cur- 
rents equal to their interrupting ratings (15,- 
000 to 100,000 amperes), the new air circuit 
breakers used in the equipment make it possi- 
ble for the first time to have fully selective 
tripping with all breakers applied up to their 
full interrupting ratings. Continuous current 
ratings range from 15 to 4000 amperes. 


Fitler Opens New 
Plant in South 


Ts new Edwin H. Fitler Company’s plant 
located at 4400 Florida avenue, New Or- 
leans, Louisiana, will be formally dedicated on 
April 16th, followed by full scale manufacture 
of quality rope and twine. 


(Continued on page 26) 
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It now will be strategically possible for Fit- 
ler to serve the South with more rapid deliv- 
eries. Dock facilities are available to this new 
plant. It will comprise ten acres with 145 thou- 
sand square feet of new modern buildings, that 
will add 10 million or more pounds per year to 
Fitler’s production and represents an invest- 
ment of over a million and one quarter dollars. 

Henequen Fiber will be imported from Mex- 
ico and Cuba, Sisal from Africa, Dutch Indies, 
Haiti, Brazil, Venezuela and Manila from 
Philippine Islands and Central America. Pro- 
duced from these raw materials will be Manila 
Rope, Sisal Rope, Wrapping Twine, Binder 
Twine and Baler Twine. 

Charles T. Main Inc. of Boston, Massa- 
chusetts, were engaged as the architects. James 
F. Kirkpatrick, formerly of Philadelphia, will 
be the resident manager. 


R-R Offers New Sales 
Presentation Folder 


we ways to make sales presentations more 
interesting and more effective are de- 
scribed in “Your best sales story every time,’ 
a new folder released by Remington Rand Inc. 
The suggestions included in the booklet are 
based on a simple system for organizing the 
facts, charts, pictures, prices and other data 
that make up a visual and oral “best sales 
story.” Major advantages of this method are 
flexibility for quick adaptation of the presen- 
tation’s contents, including sequence, for any 

















particular territory or type of customer, and 
split-second reference to information. The sales 
story is presented completely and is under the 
salesman’s control from beginning to end. 

For a free copy request booklet #LL-225, 
write Remington Rand Inc., 315 Fourth ave- 
nue, New York 10, New York. 


Uptegraff Issues Bulletin 
On Power Transformers 


A= four-page bulletin on power trans- 
formers has been published by R. E. Upte- 
graff Manufacturing Company. Featured in the 
brochure are design and construction features, 
including method of eliminating leaks, shot 
blasting, undercoating, flanged drain valve and 
sampling device, and testing and inspecting 
procedure. Uptegraft power transformers are 
available in sizes up to 10,000 KVA, 115 KV. 


Compressor Truck Assembly 
Offered by Davey Compressor 


A™ truck-mounted air compressor assem- 
bly, known as the “Air Van,” is announced 
by Davey Compressor Company, Kent, Ohio. 

Designed around the recently-introduced 
Fageol Van truck, manufactured by Twin 
Coach Company, Kent, Ohio, the unit is said 
to be the most compact and efficient compressor 
truck assembly ever developed. Because of its 


(Continued on page 28) 
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i SOME OF THE MANY UTILITIES 
|USING THE LEECE-NEVILLE 
ALTERNATOR SYSTEM 








: 
| Public Service Co. of New Mexico it 
) Hydro Electric System, Winnipeg 
j light & Water Department, Columbus, Miss. 
: Northwestern Electric Coop., Okla. 
g Corn Belt Electric Coop., Bloomington, Ill. 
the California Electric Power Co., Riverside 
The Dayton Power and Light Co. 


Peoples Gas, Light and Coke Co., Chicago 


md 


ire 
Portland General Electric Co., Portland, Ore. 


Jackson Electric Dept., Jackson, Tenn. 





Quebec Hydro-Electric Commission 
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ROOF OF PERFORMANCE 


R SYSTEM 


Since 1946 Leece-Neville AC-DC Alter- 
nator Systems have been delivering un- 
matched performance. On 2-way radio 
cars and trucks...or wherever current 


_ demands are high, L-N Alternators give: 


© 25 to 35 amps with engine idling 
. ample capacity to carry the 
entire electrical accessory load 
.e fully. charged batteries always 
e better radio operation 
There are L-N Alternator Systems rated 
at 50 amps and 80 amps for 6-volt sys- 
tems; 60 to 150 amps for I2-volt systems. 


Ask us to arrange a demonstration of the 
L-N Alternator for your fleet. Or write for 
all the. facts. The Leece-Neville Company, 
Cleveland 14, Ohio. Distributors in princi- 
pal cities...Service Stations everywhere. 


‘Heavy Duty ‘Automotive Electric Equipment for Over 45 Yea 


NERATORS © STARTING MOTOR: 
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approximately 200 more cubic ft. of playload 
space than any truck of similar length and 
wheelbase. Consequently, the Davey Compres- 
sor occupies only about one quarter of the 
truck body space, leaving the remainder avail- 
able for the transportation of men, tools and 
materials. 

Air Vans are offered with a choice of either 
105 ¢.f.m. or 160 ¢.f.m. standard Davey “Auto- 
Air” compressors. These are driven directly 
from the truck engine through a Davey Heavy 
Duty Power Takeoff installed in the truck 
driveshatt. 

Air Vans, according to the manufacturer, are 
especially suitable for use by public utilities. 


Calcinator Appoints Director 
Of Marketing for Electric Model 


pe rapidly growing market for the elec- 
tric model Calcinator automatic garbage 
disposal unit has necessitated the appointment 
of a Director of Marketing expressly for the 
electric unit, in the newly formed Calcinator 
Corporation, Bay City, Michigan, according to 
a recent announcement. The new office will be 
assumed by Hardy B. Payor, formerly a vice- 
president of Landers, Frary & Clark, New 
sritain, Connecticut. 

George Kennedy, until recently associated 
with the Consumers Power Company of Michi- 
gan, has been appointed assistant to Willard 
M. Milbourne, sales manager. 

According to the announcement, thus far, 
Calcinator is the only manufacturer of an elec- 
trically operated incinerator. The firm, until 
recently a division of the Valley W elding & 
Boiler Company, Bay City, Michigan, is con- 
fident that their expanded 1953 program will 
assure the electric Calcinator a place as one of 
the most widely accepted electric household 
appliances. 


Johns-Manville Promotion 


ours F. Frazza, president of the New Jerscy 
Society of Professional Engineers, has been 
promoted to Staff Manager of the Transite 
Pipe Department at Division Headquarters at 
Johns- Manville. 

Mr. Frazza, who joined J-M in 1937 has long 
been associated with public works projects. He 
recently was assistant manager of the com- 
pany’s New York District Transite Pipe De- 
partment. 


R-R Folder Describes 
Microfilm Enlargement Service 


A™™ folder “Continuous Microfilm En- 
largement Service” released by Reming- 
ton Rand Inc., describes how it is possible 
to get extra copies of original records and 
obtain greater use of microfilmed records. 
Accurate reproductions produced at high 
speed at tremendous savings are claimed to be 
available with this new service which allows 
a convenient means to restore any or all of a 
microfilm file. In the present business situation 
microfilm is being increasingly used. Entire 
duplicate files can be made up on microfilm 


integral construction, the Fageol Van provides and paper copies produced when required. 


lor a free copy request booklet #BDS-3 
Rev. 1 write Remington Rand Inc., 315 Fourth 
avenue, New York 10, New York. 


G-E Releases Film on Lightning 
And Lightning Protection 


66 icutNtnG Masters,” a new 30-minute full 

color sound film, has been announced 
by the General Electric Company’s Distribu- 
tion Transformer Department at Pittsfield, 
Massachusetts. This new film release depicts 
the phenomena of natural lightning and tells 
a story of lightning research and the develop- 
ment of modern protective equipment. 

The film cites the important advances made 
over the past three decades, during which 
lightning has been resolved from a mysterious 
force of nature of quantitative engineering 
facts. 

Through a series of simple animated draw- 
ings, the movie portrays how lightning is 
geenrated by nature; how a lightning bolt 
strikes; how a lightning arrester works to pro- 
tect power lines and equipment from damage. 

An eight page bulletin (GEA-5750), further 
describes the film. Copies are available from 
the General Electric Company, Schenectady 5, 
New York. 


Ebasco Safety Awards Presented 


To Construction Forces 


Ts annual Ebasco “Gold Safety Award” 
was presented recently to the construction 
organization of the E. M. Poston steam elec- 
tric station, a new Columbus and Southern 
Ohio electric company plant, in a special cere- 
mony held at the station in Athens, Ohio. 
Presentation of the gold plaque was made by 
W. T. Rogers, a safety consultant with Ebasco 
Services incorporated, the engineering con- 
struction and business consulting firm. 

The gold plaque will be displayed in the 
E. M. Poston steam electric station as a per- 
manent tribute to the fine safety record made 
between July 1, 1951 and June 30, 1952—the 
period of the present awards. The award was 
presented for the achievement of an Injury 
Index 84.03% helow (better than) the na- 
tional average in the construction industry. 

The Ebasco “Silver Safety Award” was 
presented to the Murray Gill steam electric 
station, Kansas Gas and Electric Company’s 
new plant, in Wichita, Kansas. This award 
was presented for achieving an Injury Index 
62.32% below the national construction indus- 
try average. 

An Ebasco “Certificate of Achievement” 
Safety Award was presented to the construc- 
tion organization of the Hawthorne steam 
electric station, Kansas City Power and Light 
Company plant at Kansas City, Kansas. The 
award was given for achieving an Injury In- 
dex 42.25% below the national average. 

An Ebasco “Certificate of Achievement” 
Safety Award was also presented to the con- 
struction organization of the Westinghouse- 
Columbus Electric plant for achieving an In- 
jury Index 36.25% below the national con- 
struction industry average. 
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atomic power for civilian use? 


NDA, the senior independent nuclear en- 
gineering firm in the United States, has 
placed at the disposal of leading companies 
its experienced staff of nuclear engineers, 
physicists and mathematicians. We at NDA 
have produced tangible and practical results 
for our clients by employing advanced tech- 
nical research and design working towards 
the application of nuclear reactors for civilian 
use. Major clients include the U. S. Atomic 
Energy Commission, The Babcock & Wilcox 
Company, Bell Telephone Laboratories, Inc., 
Carbide & Carbon Chemicals Company, The 
Detroit Edison Company, The Dow Chemical 
Company, The International Nickel Company 
and Pratt & Whitney Aircraft. 

On request: “Collected Papers on Atomic Power for 


Civilian Use.” Write, on your company letterhead, to 
NDA, 80 Grand Street, White Plains, New York. 


Nuclear Development Associates, Inc. 
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Our customers work under pressure. We strive to ease 
their worries but never bother them with ours. A 
sound knowledge of the purpose and use of the 
documents we print assures them of valuable help not 
only when the going is really tough but in many small 
ways besides. Are we serving you? 


L 4 & Cc  @ L wt financial printers & : 


NEW YORK (6): 130 Cedar Street * WOrth 48760 ~ 


DR CHICAGO (5): 732 Sherman Street + WAbash2-400) ———— 


ee 








Specialized service in all 
documents relating to 
corporate finance and 
stockholder and public relations. 
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THREE SERIES OF 


RC 


pressure 


PROVIDE THE SENSITIVITY 
YOUR APPLICATION REQUIRES 


g FULLY ADJUSTABLE AS TO 
RANGE AND SENSITIVITY 


@ VISIBLE CALIBRATED DIAL 
@ BOURDON TUBE OPERATED 


gMERCOID SEALED 
MERCURY CONTACT 












There is a Mercoid DA Pressure Control for your particular 
application in pressures varying from 30” vacuum to 2,500 
p.s.i. (available in many different circuit arrangements). 


Apart from bourdon tube operated pressure controls, Mercoid 
offers a line of bellows and diaphragm actuated controls. 


Explosion-proof and weather-proof cases are adaptable to 
practically all series. 


If you have an automatic control problem involving the control 
of pressure, temperature, liquid level or mechanical movement, 
write for Catalog No. 7OOA. 





THE MERCOID CORPORATION, 4201 BELMONT AVE., CHICAGO, ILL. 
NEW YORK: 205 £. 42nd ST. © PHILADELPHIA: 3137 N. BROAD ST. 
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LT os only WA con build them 


e 168 basic New International models embody 
p engineering principles, used in International’s 
tinuing program of truck research and devel- 
ent, that have resulted in hundreds of exclu- 
e International features that have meant 
pater profits for truck buyers. 


QVED as only WA can prove them 


he 307 features in the New International Truck 
¢ have been proved in the world’s most advanced 
ck Engineering Laboratory; proved again at 
ternational Harvester’s 4000-acre desert Proving 
ound at Phoenix, Arizona. 


? oe 
UE only WA con give you 
he New International Trucks offer an un- 


itched combination of values—the right truck for 
e job, unequalled performance, lowest mainte- 


w International R-120 Series with special service-utility bodies. GVW ratings from 5,200 to 6,200 Ibs. 115 and 127 inch wheelbases. 


EW INTERNATIONAL TRUCKS 





nance and operating costs, maximum driver com- 
fort and safety. 


Now —the features you want— 
in America’s most complete truck line 


New International styling identified by the IH emblem 
- Exactly the right power for every job. First truck 
builder to offer choice of gasoline or LP gas with Un- 
derwriters’ Laboratories listing in 144-ton sizes and 
other models. . . Designed by drivers for drivers. Comfo- 
Vision cab with one-piece Sweepsight windshield. 
New comfort and interior styling . . . Steel-flex frames 
proved best in the field . . . Transmissions to meet any 
operating requirement . . . 296 Wheelbases ranging 
from 102 inches up . . . Easy starting and greater fuel 
economy -.- Wide range of axle ratios for all models 
- + Real steering comfort and control . . . Sizes from 4- 
ton to 90,000 lbs. GVW rating. 


NOW —See The New IH-Built, IH-Proved International 
Trucks at your nearest International Dealer or Branch. 


INTERNATIONAL HARVESTER COMPANY * CHICAGO 


International Harvester Builds McCormick Farm Equipment and Farmall Tractors. . 


-Motor Trucks... Industrial Power...Refrigerators and Freezers 


Better roads mean a better America 


| INTERNATIONAL TRUCKS 


Standard of the Highway 
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The ONLY Improvement Ever Made 
in Meter Reading! P 


] 
This 


mati 
) 


IBM Mark Sensing Makes the Meter 
Reader’s Job Easier 


Simply by making several short pencil 
marks on the face of this IBM Card, the 
meter reader is spared the trouble and in- 
convenience of having to subtract and 
make longhand entries. 


No longer does the Ac- 
counting Department com- 






USED ce 


c r Cree” wit 


scription errors, because IBM electronigj” | 
and electric machines take over where thijwith 
meter reader leaves off—speeding the jop|*™ 


° unit 
from start to finish. A ec 







a Sp 


This is just one of the many IBM cof *. 
tributions to utility accounting. Writ®) va 
Dept. D for a copy of the 1952 edition @ 
IBM Customer Accounting for Utilitie® 





plain about his arithmetic 
or the legibility of his hand- 
writing. And no longer is 


( IBM 


INTERNATIONAL BUSINESS MACHINES 
590 Madison Ave., New York 22, N. Y. 





there a possibility of tran- 
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Gasapack iW 


Water-Heater 


Control 


Don’t continue to chug along with old- 

b . style, “Model-T” arrangements for con- 

SY Wan, trolling the flow of gas for water heaters. 

i z et | The new A-P Model 50 Gasapack is a 

—_ | modern, compact, 100% automatic, sin- 
gle-unit control that you can depend on 
0 maintain close, even temperatures with complete safety. 

It efficiently combines all controls in one compact unit. 
This includes main and pilot cocks, pilot filter, 100% auto- 
uatic shut-off, safety pilot and automatic main valve. 

More, the Gasapack Control can be mounted integrally 
with the burner (as shown above) so that the complete as- 
sembly can be installed or removed for service as a single 
wit . . . reducing assembly costs, and simplifying service. 
A contact-type, temperature sensitive thermo-bulb eliminates 
a spud connection. There’s no chance for leakage . . . no 
danger Of water entering the gas line or gas mixing with 
water. 

Get all the facts about this trouble-proof A-P control. 
Write today for bulletin 














The finest automatic control ever 
offered...here are 10 big reasons why! 


Provides close, even water tem- 
perature regulation. 


Large pilot filter capacity (3 
cu. ft.) — ample for any te- 
quirement. 


Automatic recycling, high tem- 
perature, high pressure shut-off. 
No spud to cause leakage. 


Control unit and burner can 
be mounted integrally — in- 
stalled, removed and serviced 
45 a unit. 


All orifices removable from 
front for easy service. 


No possibility of water getting 
into gas line, or vice versa, 
since the two aren't in contact. 
100° safe, automatic operation 
on all gases; manufactured, na- 
tural or L-P. 

All parts and valve seats im- 
pervious to gases; immune from 
corrosion, 


Easy to clean and service. 


A-P CONTROLS CORPORATION 


(Dy DEPENDABLE (o02:0/: 


For Modern Gas Heating 


2470 N. 32nd St., 


Milwaukee 45, Wisconsin 
In Canada: A-P Controls Corp., Ltd., Cooksville, Ontario 
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What we really make is Time 





It 1s faster to 


Hane A WALL 


than to 


Pie IT UP 


LITTLE blocks, say 2°x4°x8" don’t pile up very fast. 

We hang walls up in sizable panels. 

And that is an easy way to understand why 
Robertson's real product is time. 

We make walls that are hung in place. We 
make them complete with insulation when the 
panels are delivered. We engineer them piece by 
piece in advance at the factory. We put expert 
crews on the job to place them. 


We make time, now, when time is the essence. 





March 26, 1@4"° 








SVR 


aia] mS 


Point is, we integrate the right materials with 
exclusive designs and processes of manufacture, 
round them out with fast engineering for each 
individual job, install them with experienced 
crews, and deliver the thing that is most vital of 
all vital things today: speed. 


We save days and weeks in finishing a build- 
ing for use, because years have been put into the 
development of these unique skills. 


Quick is the word we practice. 


H. H. ROBERTSON COMPANY 


FARMERS BANK BUILDING, 


PITTSBURGH, PA. 
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riple-play teat big wind 


Hurricane insurance for Fort Myers, Florida — 
delivered by a trio of International crawlers 











SPECIAL 32-FOOT BOOM on International TD-9 sets the IT TAKES PULL to do this job. A handy, wide- tracked 1D- 6, tater 
7 5-foot poles in position. national’s smallest crawler, raises the wires. 


“ifort Myers, Florida, was vulnerable to power fail- offer handiness, reliability and power to do more 
Ture from hurricanes. Then the Florida Power and _—work in less time. See your International Indus- 
light Company ran in a second 66,000-volt high- _ trial Distributor. Ask about his service facilities for 


jline from a booster station 24 miles away. the years ahead. Factory-trained service experts, 
| This easy-handling International trio—a TD-14, complete parts stocks, plenty of skill and the latest 
TD-9 and TD-6—did the heavy work in jig time. service techniques are working for you at your dis- 


International crawlers with matched equipment _tributor’s plant—headquarters for “power that pays!” 
International Harvester Company, Chicago 1, Illinois 


5 POWER 


INTERNATIONAL @,, fin 


| INTERMATIONAL PAYS 


MARVESTER 














This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








Marc 


‘ 


Public Utilities Fortnightly March 26, 195 


FACILITIES FOR THE SMALLEST OR THE LARGES 


The 225-acre Newport News plant includes plate steel and machine shops 
equipped with a complete variety of tools to fabricate items of water power equip- 
ment of any size. Contracts received by Newport News for hydraulic turbines with 
an aggregate rated output in excess of 8,000,000 horsepower have included units as 
high as 165,000 horsepower and as low as 500 horsepower. 


Supplementing the extensive facilities are the equally important experienced 
and skilled personnel at Newport News to design and build such equipment. 





Your inquiries for hydraulic turbines of any size will receive prompt attention. 
Write for illustrated booklet on water power equipment. 


NEWPORT NEWS 


SHIPBUILDING AND DRY DOCK CO. 
NEWPORT NEWS, VIRGINIA 
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DELTA-STAR 


INDOOR 
SWITCHING 
EQUIPMENT 


Combines Economy 





and Service 


The complete line of Delta-Star Indoor 
Switching Equipment has been proven 
by wide-spread acceptance and use 
through years of service. Exclusive 
features of design reduce overall cost by 
reducing installation time and keeping 
maintenance expenditures at an 
absolute minimum. 





Construction is simple and sturdy. 

High pressure silvered contacts prevent 
oxidation and reduce current loss. These 
switches comply with all NEMA 
standard ratings and will carry full rated 
loads continuously without undue 
heating. Engineered and built throughout 
to Delta-Star exacting standards for 

long and efficient life. 


7.5 k vto 34.5 k V 400 amp. to 500 amp., Hook or Group Operated 


Jive YOU WANT THE BEST IN HIGH VOLTAGE SWITCHES, SPECIFY DELTA-STAR 
% 


DELTA-STAR ELECTRIC DIVISION 
oo ae 


DISTRICT OFFICES IN PRINCIPAL CITIES ree os 
co 
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Annvol Subscription 
Price 


» $43.50 


P. UV. R. 


PUBLICATIONS AND 


Essential to those interested in the public utility 
industries, their regulation and allied topics. 


PUBLIC UTILITIES 
REPORTS 


The national reporting service, 
tnini th. rH hari? 





of commissions and. courts , 
dealing with the problems of 
utility regulation. Five vol- 
umes a year—$7.50 each. 
Annual Index—$6. 


PUBLIC UTILITIES 
Fortnightly 

A magazine of current opinion 
and news, conducted as an 
open forum and containing 
discussions of firing-line prob- 
lems; also summaries, anoly- 
ses and explanations of day- 
to-day developments. 


SERVICES 


$15 


Twenty-Sia | 


Issues a Year 








The 
tive 


law and Regulation. 


P.U.R. 


Cumulative 


DIGEST 


only complete and outhorita- 
encyclopedia of Public Service 
A life-time 


Digest,; kept up-to-date by annvol 
supplements. 








P.U.R. EXECUTIVE 
Information 
Service 
A Weekly letter from the Na- 
tion’s Capital, highlighting im- 
portant happenings, trends and 


policies. Reading time: 20 
minutes. 


$12.50 
Qvarterly 








FEDERAL UTILITY REGULATION ANNOTATED 


$15 Quarterly 


SEC 


A brief and pointed digest of 
the administrative rulings of the 
Securities and Exchange Com- 
mission under the Public Utility 
Holding Company Act. Issved 
once each month. 





_— 


Current Services 


FPC 


A brief and pointed digest of 
the administrative rulings ‘of 
the Feders! Power Commission 
under the Federal Power Act 
and the Natural Gas Act. Is- 
sved once each month. 


$36 Annually 











Price: $22 


Vol. 1 (SEC) and 
Supplemental Vol. A 


A complete annotation of the 
Public Utility Holding Com- 
pany Act, with the Commis- 
sion's rules and regulations, 


fully indexed. 


Vol. 2 (FPC) 
— plet ion of the 
Federal Power Act and the Na- 
tural Gos Act, with the Com- 
mission's rules and regulations, 
full index and periodical up- 
keep supplements. 





FEDERAL UTILITY REGULATION ANNOTATED 


~ 


WSS 


Prices $15.50 


eR a TSP SET 








_P.ULR. 
Question Sheets 
Twenty-Six Issues Annvofly $10 


Ten brief questions on up-to-dote 
problems, answered by the commis- 


sions and courts. 


An easy way for a 


busy man to keep informed on current 


vtility regulation. 








Send for our catalogue describing these and other publications 


PUBLIC UTILITIES REPORTS, inc. 


MUNSEY BUILDING 


WASHINGTON 4, D. C. 
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@ This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. 
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Tae American ApprRAIsaAL Company 
ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 


Ford, Bacon & Davis 


aD En j CONSTRUCTION 
VALUATIONS Gilieers RATE CASES 


REPORTS 








NEW YORK @ CHICAGO e@ LOS ANGELES 








GIBBS & HILL no. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 
NEW YORK — LOS ANGELES 
INDIANAPOLIS — SAN ANTONIO 


GA GILBERT ASSOCIATES 











INCORPORATED 
ENGINEERS * CONSULTANTS © CONSTRUCTORS 


FOUNDED 1906 
NEW YORK - READING + WASHINGTON + HOUSTON * PHILADELPHIA + ROME » MANILA - MEDELLIN 
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W. C. GILMAN & COMPANY 
CONSULTING ENGINEERS 


Valuations — Depreciation Studies — Rate of Return 

Investigations and Reports for Financing i 

Transit and Traffic Surveys — Fare Studies y 

55 Liberty Street New York 5 


JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street @ CHICAGO e Telephone HArrison 7-8893 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for | 
Financing; Other Problems of Management, Engineering and Finance. 


CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 






































Gustav Hirsch Organization, Inc. 
Consulting and Supervisory Engineers 


1347 West 5th Ave., Columbus (12) Ohio @ Telephones: L. D. 78—Kingswood 061! 
ALL PHASES OF PUBLIC UTILITY ENGINEERING AND SUPERVISION OF CONSTRUCTION 








HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE . COLUMBUS, OHIO 














JENSEN, BOWEN & FARRELL 
ENGINEERS 
NN ARBOR, MICHIG . 
APPRAISALS—INVESTIGATIONS DEPRECIATION STUDIES— 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 











ENGINEERS - ONSTRUCTORS 
POWER PLANT SPECIALISTS 


DESIGN ¢ CONSTRUCTION « MANAGEMENT 
SURVEYS © INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 
Mention the FortnicHTLY—I¢ identifies your inquiry. 
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William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 


_ Utility Management Consultants Specializing in REGULATORY 
some COST ANALYSIS ita 
for past 35 years 


Send for brochure: ‘The Value of Cost Analysis to Management"' 








SL ae 


a 





N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








CHAS. T. MAIN, INC. 
Power Surveys—Investigations—V aluations—Reports 
Steam, Hydro Electric and Diesel Plants 
Gas Turbine Installations 
80 FEDERAL STREET ess BOSTON 10, MASS. 











RATES TAXES 


ser MIDDLE WEST rman 
=e SERVICE Pane 


PERSONNEL co. ACCOUNTING 


ENGINEERING SALES PROMOTION 
STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 

















Pioneer Service & Engineering Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 


CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 






















OUTSTANDING 
IN THE 
INDUSTRY 






















231 SOUTH LA SALLE STREET, 
Complete Services for 
oe) -31C]. Mee 4 (C110 143-2) CMS OL ADE tie slel, mm Designing ° Engineering © Construction 
Sates ee Rw fat 
Alterations * Expansions 
Power Plant Design and Construction 
Boiler Settings, Chimneys, Equipment Erection 


Piteiiana Gas and Electric Utilities 
THE RUST ENGINEERING co. 
PITTSBURGH, PA, BIRMINGHAM, ALA. 
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ENGINEERS 
AND 


CONSTRUCTORS 


SANDERSON & PORTER 


& 











Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 











80 BROAD STREET 


The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 


NEW YORK 4, N. Y. 








DESIGN — CONSTRUCTION 
REPORTS — VALUATIONS 


1304 ST. PAUL STREET 


Whitman, Requardt and Associates 


Publishers of the 35-year-old 
HANDY-WHITMAN INDEX 
for Public Utility 
Construction Cost Trends 
Including Hydro-Electric Properties 
BALTIMORE 2, MARYLAND 











ALBRIGHT & FRIEL INC. 


Consulting Engineers 


Water, and Industrial Wastes Problems 
Airfields, Refuse incinerators, Dams 


ints, Flood 
Industrial Buildings 
City Planning, Reports, Appraisals 
Labora: 
121 SOUTH BROAD ST. 


and Rates 
PHILADELPHIA 7 





EARL L. CARTER 
Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Public we Me my Reports and 


Btudies 
910 Electric Building Indianapolis Ind. 











Boopy-BENJAMIN 


ASSOCIATES, Inc. 
CONSULTING ENGINEERS 
Power Plant Design, Specification and 
Construction Supervision 
Economic and Thermodynamic Studies 
echnical! Services and Reports 


28 WEST ADAMS ° DETROIT 26, MICHIGAN 











ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS ano SERVICE CO. 
327 Se. LaSeile St., Chicago 4, HL 








Mention the FortnicHtty—It identifies your inquiry 
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PROFESSIONAL DIRECTORY (concluded) 
: GANNETT FLEMING CORDDRY AND CARPENTER, INC. LUTZ & MAY 


ENGINEERS 
Consulting Engineers 
HARRISBURG, PENNSYLVANIA 
‘ STEAM, GAS & DIESEL POWER STATIONS 









































Reports—Appral PUMPING PLANTS—ELECTRIC SYSTEMS 
Original Cost and Depreciation Studies REPORTS—DESIGN—APPRAISALS 
Rate Analysee—insurance Surveys 1009 Baltimore Kansas City 6, Mo. 
FRANCIS S. HABERLY MMerowave Serviess, tas. 
CONSULTING ENGINEER C bese ‘tales mag ron 
, - onsultants, Engineers, Constructors 
Valuation — Depreciation ° 
Seenitinatans ant tute Wire and Radio Telephone Systems 
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PACIFIC 
TYPE WBF 


Precision Gpile exw revue ar 


BOILER FEED 


You Specify — The capacity, temperature and pressure. 


Pacific Will Specify — The most efficient size and the correct 
materials. 

You Will Receive from Pacific — A custom built pump with pres- 
sure castings, hydrostatic tested ...each part precision finished 
and inspected ... one-piece impellers, dynamically balanced . . . 
performance tested and shipped with parts protected with rust 
inhibitor. Write for Bulletin Number 109. 


ONE OF THE ORESSER INDUSTRIES 
HUNTINGTON PARK, CALIFORNIA 


Export Office: Chanin Bldg., 122 E. 42nd St., New York * Offices in All Principal Cities PACIFIC TYPE JBF BF-13 
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-- CONNECT 


It’s easier, faster, safer with 
Westinghouse horizontal drawout switchgea 


You can remove breakers, inspect them, 
and replace them in only a few minutes 
when you use Westinghouse Type DH 
Metal-Clad Switchgear. Because breakers 
are drawn out horizontally, no lowering 
or lifting is necessary. A shutter indicator, 
visible from the front, provides positive 
indication of disconnect position. As the 
breaker is withdrawn, a grounded metal 
shutter closes to isolate stationary 
contacts. 

When the breaker is removed, inter- 
phase barrier and arc chutes remove 
easily to expose contacts at an accessible 


and convenient working height for 
quick inspection. 

Replacing the breaker is just as easy 
and safe. A few easy turns of a crank move 
the breaker from disconnect to operating 
position. A mechanical interlock posi- 
tively prevents engagement of crank link- 
age unless the breaker is open. 

For complete information on Westing- 
house Metal-Clad Switchgear for indoor 
or outdoor service write for Booklet 
B-5306. Address: Westinghouse Electric 
Corporation, P. O. Box 868, Pittsburyh 
30, Pennsylvania. J-6079. A 
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Westinghouse 








